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AND NOW IT LOOKS 
THE PART 


It is one thing to offer a house, 
a suit of clothes or a dictating 
machine that provides shelter, 
covers the body or records 
speech. It is quite another 
thing to give those products the 
style that makes them pleasant 
to live in, wear or have on your 
desk. 

A product that is made to 
save time must look the part 
have fleetness and speed in 
appearance. A product that 
simplifies the executive’s daily 
routine fits into that role in- 
finitely better when it is simple 
and forthright in appearance. 
If it is easy to use, it must be 
made to look easy to use. (The 
man who is using the Dicta- 
ph one in this picture is indicat- 


ing on the Automatic Monitor 
that he has changed his mind.) 

This philosophy of contem- 
porary design has been applied 
to the most widely used ma- 
chine of its kind in America 
the Dictaphone. In appear- 
ance the new Model 12 Dicta- 
phone now measures up to the 
high engineering standard ; 
which this dictating machine 
has maintained continuously. 
for over 48 years. 

If you have not seen the new 
Dictaphone at the Century of 
Progress Exposition at Chicago, 
you may see it completely, in 
picture form, by writing or 
*phoning the Dictaphone office 
in your city for a copy of the 
new ‘‘Progress’’ book. 

6 
Dictaphone Sales Corporation, 
420 Lexington Avenue, N.Y.C. 








The Way 
Successful 
Men 

Invest .... 


Men who achieve success in life 
usually owe much of their success 
to investments in sound securities 
—to buying them at the right 
time—to keeping posted always. 


THE MaGazINE OF WALL STREET 
is depended on by countless suc- 
cessful investors to keep them 
informed on present holdings and 
on new opportunities. Our ex- 
perts are constantly combing the 
entire field of investments, and 
suggest bargains in high grade, 
dividend-paying stocks and bonds 
as they develop. 


New Opportunities for You 
to Profit in the Next 
Few Months 


In this new era of the stock 
market there are money-making 
opportunities in sight for you. 
Timeliness is the prime requisite 
for making profits during this 
period. A clear understanding of 
trends and authoritative guidance 
can be of real value to you now. 


Special “Get-Acquainted” 


Offer 


Take advantage of our special 
“get-acquainted” offer. Be as 
sured of receiving your copies of 
THE MaGaziNE OF WALL STREET 
during the months just ahead. 
Every issue will contain timely 
information of real money-value 
to you. 


Mail this coupon—now 


The MAGAZINE of WALL STREET 
90 BROAD STREET, NEW YORK 


I enclose $1.00. Send me the four issues 
beginning with your November 25th issue. 


(J) If you would like to have this special 
offer cover eight issues instead of four, 
check here and enclose $2.00. 












































Important to Investors 


With $25,000 or More 


You will be greatly interested in the substantial 
profits made for our clients during the difficult 
markets of the past year. Summaries of three 
types of accounts illustrate the expert character 


of our work: 


No. 1—Switching to Recover Lost 
Capital 

No. 2—Semi-Speculation for Price 
Appreciation 


No. 3—Investment Buying for In- 
come and Profit 


We shall be glad to send you records of the trans- 
actions made in any or all of these accounts. Sim- 
ply indicate which you are interested in receiving. 
There is no obligation. Address— 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
90 Broad Street New York, N. Y. 
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Odd 
Lots 


Experienced investors 
know the value of diver- 
sifying their security 
holdings into various 
classes of seasoned high- 
grade issues. 


The conservative new 
investor will want to 
know the many advan- 
tages offered to both 
large and small investors 
in purchasing Odd Lots 
of sound securities. 


We have prepared an 
interesting booklet 
which explains trading 
procedure and our re- 
quirements. 


Ask for M.W. 600 
100 
Share Lots 


JjohnMuir& ©. 


Members 
New York Stock Exchange 


39 Broadway New York 
Branch Office—11 West 42nd St. 


























Censorship 

The Magazine of Wall Street rejects 
more advertising per issue than any 
other financial publication. The high 
standards demanded by The Magazine 
of Wall Street assure our readers of 
the reliable source of information an- 
nounced by our advertisers. Bankers, 
institutions and investors read the Maga- 
zine to gain information of the offering 
of responsible firms. 
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Prune the [ree But Don’t Kill It 


EW things in this life of human 
frailties are either all black or all 
white. Seldom can a complex and 

controversial question be answered with 
either “Yes” or “No.” And so it is 
with speculation, concerning which 
there is increasing political agitation 
and rumbling threats of future govern- 
mental regulation in greater or lesser 
degree. It is a curious psychological 
phenomenon that such agitation almost 
invariably becomes loudly vocal during 
or after the period of saddening reac- 
tion which invariably follows an over- 
done speculation, rather than when 
the public’s speculative enthusiasm is 
running high. It is both curious and 
ironical that the speculative perform- 
ance of 1933 has danced almost ex- 
clusively to the tune played by Wash- 
ington in its breath-taking symphony 
of “New Deal’ economics, and that 
political admonition should be thrown 
at Wall Street—which only followed 
Washington’s lead—at a time when 
the Stock Exchange itself has erected 
more rigid safeguards around security 
speculation than ever before. 

The desire to speculate is an in- 
grained characteristic of human nature 
and will always find outlets of one kind 
or another, if not in legitimate specu- 


lation then in outright gambling. In 
many parts of the world the lottery 
is still legal and popular. In various 
of our own states betting on the horses 
is legal. 

Speculation in securities can be 
crippled, but will never die as long as 
any semblance of democracy remains 
with us. If margin trading in its 
present form were abolished, much the 
same practice could be financed through 
bank collateral loans. Even on a basis 
of outright cash purchase, speculation 
would not disappear any more than 
it has disappeared in real estate. 

It should hardly be necessary to re- 
mind any intelligent person that specu- 
lation in commodities provides an in- 
valuable hedge against speculative 
losses in the processing of commodities, 
without which insurance prices to the 
public would have to be higher to 
cover the unhedged risk. Speculation 
in securities provides a ready cash mar- 
ket—usually with close agreement be- 
tween buyer and seller as to the fair 
prevailing value—and over a period of 
time in the most practical measure 
either of decline or advance in intrinsic 
security values. If anyone doubts this, 
let him try to find a buyer at fair price 
for an unlisted, local security. 


As long as wide fluctuations occur 
in the general economic trend, in the 
status of individual industries and in 
the positions of individual corporations, 
there will inevitably be wide fluctua- 
tions in security values and prices. Ex- 
cessive regulation would result in a 
“thinner” market, inherently subject 
to wider and more abrupt fluctuations 
than at present. Without the ready 
market which speculation makes, cor- 
porate financing would be difficult and 
costly and widespread distribution of 
the ownership of American industry 
would be impossible. Without the 
ready market which speculation makes, 
the safety of the assets behind a huge 
total of bank loans would be ques- 
tionable. 

No amount of regulation will abol- 
ish human greed any more successfully 
than Prohibition abolished drinking. 
The wise man is his own best protec- 
tion against either drinking to excess 
or going over his head in speculation. 
Admittedly, abuses exist in Wall Street 
as elsewhere, but nowhere is the in- 
tegrity of fairly negotiated contracts 
more inviolate. Let us by all means 
tighten the safeguards as far as possi- 
ble. It is wise to prune the tree, but 
folly to cut it down. 
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The Trend of Events 


— Let Europe “Go Along” 

— After the NRA 

— Pay It Out 

— Public Works Begin to Take 
— Down Goes the Price of Rails 
— The Market Prospect 


LET EUROPE 


HE almost unanimous Euro- 
“GO ALONG” 


pean denunciation of Presi- 
dent Roosevelt’s enterprise 
of raising commodity prices by purchasing gold at 
advancing prices is a good indication that it will get 
results if not deliberately foiled by hostile foreign 
policy. Europe seems to be convinced that if the 
Roosevelt scheme is good for us it must be bad for it. 
While rising prices here might be inimical to European 
interests for a time, what the President desires is a 
universally higher price level. The best way to recov- 
er a balanced relation of prices is to raise the gen- 
eral level. The only other way disparities can be 
ironed out is to depress the price level. What Europe 
should do is to join us in lifting the price of gold, and 
with it the general level of commodity prices. Busi- 
ness will stagnate until the producers of raw materials 


and foodstuffs get hold of purchasing power. Higher 
prices for them or lower prices for their suppliers is 
the alternative. We can ultimately build up an iso- 
lated American high price area. Does Europe want 
that? It is possible that after the first impulse of bias 
against the American way of President Roosevelt 
wears off, France and England may go along with us 
in a limited way. We have no desire to move gold 
out of either country—what we are after is to move 
prices up. It is perhaps significant of a tolerant atti- 
tude that our first purchase of foreign gold was from 
the Bank of France. The Roosevelt idea may be 
adopted by the world. If so, there is a good time coming. 


——_ 


ERMANENT ational co-or- 
dination of industry is inevi- 
table. It is, indeed, necessary. 
If business does not co-ordinate itself the job will be 
done by the Government. Emergently, the Govern- 
ment is actually doing it, although leaving administra- 
tive details to associations and “code authorities” chosen 
by the membership of the various groups. But after 
the National Industrial Recovery Act expires by limita- 
tion in 1935 what will ensue? 

An answer has been given by Gerard Swope, as 
chairman of the Business and Advisory Planning 
Council of the Department of Commerce. Briefly, Mr. 
Swope proposes that the entire administrative organiza- 
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tion of the NRA shall be taken over by the Chamber 
of Commerce of the United States, operating through 
national and regional associations. The Roosevelt Ad- 
ministration, however, has replied that it is determined 
to give the present N R A set-up a full opportunity to 
prove itself before turning to any other plan. Be- 
tween these two points of view a middle-of-the-road 
compromise would appear in order. The principle of 
NRA is valid, but its present bureaucratic direction 
certainly is less than perfect. Within governmental 
authority and supervision, why not begin to establish 
industrial self-government? Let NRA or some other 
permanent Federal agency have a reasonable veto 
power over a central industrial authority. 

Something like this must be adopted, or the grow- 
ing dissatisfaction of business with rules and regula- 
tions imposed from without and largely adminis- 
tered without sympathetic understanding will stop in 
its tracks the worthy venture into the solution of the 
problem of retaining the advantages of individualism 
in business concurrently with general direction in the 
public interest. 

We are certainly going somewhere else than we 
were before March 4 and the “new deal.” We shall 
have self-government in business with new objectives 
and new ideals or we shall have the stupidities and 
inanities of an entrenched bureaucratic control and 
direction of economic life. The old ways have become 
impossible; between the new ways the choice is obvious. 


~~ 
PAY IT HIS is the time when all good com- 
OUT panies should come io the aid of 


recovery. Such a slogan should logic- 
ally carry more weight than futile appeals to the public 
to “Buy Now.” The public is willing to buy when it has 
the means with which to buy. The dividends paid by 
corporations make up an important part of its normal 
buying power. Therefore, corporations can do their 
bit for economic revival, and in so doing help them- 
selves, by distributing to stockholders in this period the 
maximum possible proportion of earnings. Whatever 
the doubts of the future may be, there can be no doubt 
that the bottom of the depression has been seen. If 
so, the need for extreme caution is past. Moreover, 
with some degree of monetary depreciation a probabil- 
ity, this is no time for either corporations or individu- 
als to hoard dollars. If surplus is adequate protection 
against reasonably estimated near-term contingencies, 
why not give the stockholder a break? If conservatism 
does not justify a boost in the regular dividend rate, 
why not pay a special extra dividend, so designated, 
in the interest of national recovery? 


a 


OR the first time in three 
years, building construction 
throughout the country is 
running ahead of the total in the corresponding 
period of the preceding year. During the first 
half of October, construction contracts in the 37 
states east of the Rocky Mountains aggregated 


PUBLIC WORKS 
BEGIN TO TAKE 





$64,940,900, according to the F. W. Dodge Corp. 
This compares with $55,271,600 in the first half 
of September and with $54,339,200 in the first 
half of October, 1932. The gains, respectively, 
were 17.4 per cent and 19.5 per cent. This showing 
would indicate significant recovery in the most de- 
pressed heavy industry if it were not for the fact that 
the gain was due entirely to the Federal public works 
program. This spending, designed to act as a business 
primer, is beginning to take hold. Of the above stated 
total of $64,940,900, public financing accounted for 
$45,902,600. Even with this artificial improvement. 
construction remains far down in the sub-normal area. 
The total Federal appropriation, which can only be 
expended soundly over a period of several years, is 
relatively small in comparison with the normal volume 
of privately-financed construction in this country. 
Nothing remotely approaching normal recovery is 
likely until monetary uncertainties are ended and the 
long-term capital market is resurrected. 


~~ 


HILE most every- 
WV thing else came 
. tumbling down in 
price, steel rails were held at $40 a ton throughout 
most of the depression. Steel companies apparently 
were content to make few rails or none, rather than 
bow to the downward trend of commodity quotations. 
What the force of depression could not do in breaking 
down this rampart, however, the Roosevelt Adminis- 
tration has now done by negotiation. The proposed 
concession of four leading manufacturers of $37.75 
and Co-ordinator Eastman’s demand of $35 have been 
compromised at $36.375 per ton. On this basis the 
Government will lend approximately $30,000,000 to 
such railroads as care to borrow in order to purchase 
rails at the agreed price. This sum would purchase 
845,000 tons of rails and would provide employment 
for several thousand workers. At least two uncertain- 
ties are left. Some roads still insist that a price of $35 
is all they care to pay. Others say they don’t need 
rails, anyway. The steel companies say no collusion 
was involved in their uniform quotation, the three in- 
dependents merely having matched the price formally 
offered by United States Steel. The companies also 
say that the agreed price will hold only for the present 
emergency program. That remains to be seen. The 
precedent having been established, one wonders 
whether the railroads will cheerfully submit to a res- 
toration of the old price. Also, one gathers that Mr. 
Roosevelt plainly did not mean everything when he 
promised to put prices up. 


DOWN GOES THE 
PRICE OF RAILS 


a tl 


UR most recent investment 

() advice will be found in the 

discussion of the prospec- 

tive trend of the market of page 60. The counsel em- 

bodied in this feature should be considered in connec- 

tion with all investment suggestions elsewhere in this 
issue. Monday, November 6, 1933. 
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(As IT See lt ~ 


By Charles Benedict 


Give Him a Chance 


O what extent is the 
fog of fear and un- 
certainty which 

hangs over every new sug- 
gestion by the President 
artificially created? 
—I should say about 90 
per cent. Anyone read- 
ing the newspapers the 
Monday morning follow- 
ing the President’s 
announcement of a broad- 
ening of the Government’s 
gold buying policy to in- 
clude the markets of the 
world was chilled to the 
marrow by the criticisms 
and dire predictions re- 
garding the President’s 
plan. Currently the 
President barely opens his 
mouth before a multitude 
of critics appear to know 
exactly what he is going 
to say and why it is all 
wrong. The difficulties of 
the present situation are greatly intensified when every 
measure is condemned before it has had even a pretense 
of a fair tryout. Criticizing is easy and, as is always the 
case, most of those who deprecate have demonstrated neither 
the capacity, the ability, nor the courage to act. With 
many, antagonistic criticism arises merely from an unwill- 
ingness to change ways to which they are accustomed, even 
though it is apparent that a change must come. 

After all, the institution of the United States is a gigan- 
tic corporation, the ramifications of which spread so far 
and wide that it affects not only our businesses but our 
social and economic life as well. And, as business men, 
we all know that we cannot secure results from any execu- 
tive by continually throwing cold water on his plans and 
foreseeing the futility of every gesture. With the chief ex- 
ecutive of the nation such practices are dangerous,—and 
the effect on the public state of mind is devastating. The 
resulting uncertainty and fear impedes constructive effort 
and progress. It must be plain to even a casual observer 
that we are going through an industrial and social revolu- 
tion. Isn’t it better judgment and sound common sense to 
accept the inevitable and bend every constructive thought 
We possess toward progress rather than waste our energies 
in static and destructive criticism? 

We have heard much nonsense recently concerning the 
freedom of the press and the danger of its being muzzled. 
There is little on which to base any such fears, but there is 
much to support the view that the tendency toward violent 
(fiticism is again mistaking liberty for license. There is 
much to indicate that the only courageous leadership at 
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World Wide Photo 


Making the “Gold Market” Address 








the present time is being 
hampered in its efforts 
by ill-considered criticism. 
At the recent Economic 
Conference in London the 
unrestrained and_ be- 
littling comment of the 
press placed us at a disad- 
vantage and made our 
delegation look  simple- 
minded and futile in the 
eyes of the world. The 
newspaper played directly 
into the hands of the 
European politicians, mak- 
ing it easy for them to 
charge us with all of the 
failures which the Confer- 
ence experienced. A 
similar attitude menaces 
the efforts of the Adminis- 
tration today. 

It is not contended that 
the Administration can do 
no wrong—any program 
of experimentation, as the 
current one is frankly admitted to be, is bound to be in 
error at times. The point is, that we have chosen the pres- 
ent Administration, given it authority, and must therefore 
stake our early recovery on its guidance. 

There is a common failure to see the Recovery Plan in 
its broad aspects. Instead, criticism snipes at this phase 
or that phase, as though the success of the whole program 
hung on the latest development, whether it has to do with 
farm relief, gold purchasing, the N R A, public works, home 
loan financing or some other new phase of government ac- 
tivity. As a matter of fact, each of these is but a step in 
the general forward move. 

True, some of these measures are broad departures from 
our older ideas, but neither the program as a whole nor any 
of its component plans are as radical as some would have 
us believe. Does anyone think that the Administration is 
really inimical to capitalism? Is it logical to assume that 
the President desires to supplant it with something radical 
when it is patent to him, as to any other thoughful observer, 
that the current shortcomings of the system may be laid 
to the frailties and abuses of those individuals who sought 
to dominate it? Is it likely that capitalism will be dis- 
carded when it is recognized as the American system on 
which all earlier prosperity has been built—when, as was 
demonstrated before the crash, it can be the means of dis- 
tributing wealth and participation in industry on a happier 
and broader scale than has been possible anywhere else in 
the world? Reform capitalism? Yes. Rid it of abuses— 
restore its balance. But supplant it? No. The President 

(Please turn to page 101) 
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Dollar Depreciation and the 
Market 


How Long Before Inflationary Forces Take 
Hold?—The Wisest Investment Policy Today 


By A. T. Mitier 





September to be flatten- 





T this writing the oni 

American public 

for a fortnight 
has displayed complete 
equanimity, if not indif- 
ference, while its Gov- 
ernment has persistently 
bid up the paper dollar 
price of gold, first by 
offering daily advanced 
quotations for Ameri- 
can-mined gold; second, 
by entering the world 
market as a purchaser. 
Coupled with the an- 
nounced determination 
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ing out. Up to mid 
October the stock market 
responded to every flour- 
ish of the inflationary 
needle. The decline 
which then set in was 
due to no sudden change 
in the business picture. 
Its beginning coincided 
with, and was clearly 
caused by, the “sound 
money” interpretation 
generally placed upon 
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Industrial Rayon 


ty Loan conversion pro 





gram and its simultane- 





of the Roosevelt Ad- 
ministration to restore 
commodity prices to the 1926 level by one means or an: 
other, the present experiment can only be interpreted as an 
earnest endeavor to depreciate the dollar. In plain language: 
to reduce its purchasing power, so that more dollars will 
have to be paid for a bushel of wheat, a bale of cotton, an 
automobile or a suit of clothes. This would be equivalent, 
under the “rubber-dollar” theory with which the Adminis- 
tration is now experimenting, to a rise in commodity 
prices. 

It need scarcely be said that this represents a radical 
departure from former monetary principles in this 
country. In combination with the spending of billions of 
dollars in emergency recovery experiments of one kind or 
another and a steadily mounting national debt, it consti- 
tutes a far more direct inflationary process than any of the 
potentially inilationary measures dangled before the public 
eye last spring and summer. Perhaps future students of 
monetary history will get excited about it when they read 
of it in the textbooks. We who are living through it go 
on calmly with our work and our golf. 

In the current apathy of the stock market there is some- 
thing of anomoly, when one remembers that only a few 
months ago the merest hint of inflationary possibilities was 
sufficient both to accelerate the flow of investment capital 
into equities and to produce an active speculation. It is 
true that the stimulus of rapidly expanding business 
activity, present during the spring and summer, is missing, 
but it was missing in August and September; for the peak 
of the first phase of recovery had been reached in mid- 
July, after which the industrial indexes began a swift de- 
cline; a decline, however, which appeared by the end of 
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ous offering to the 
public of $500,000,000 in long-term bonds. 

Within less than two weeks of this apparent shift to- 
ward sound money, there came the definitely inflationary 
announcement of the present gold-buying policy—inflation- 
ary because the Government, possessing upward of 4 bil 
lions of the metal, does not need gold and is concerned only 
with controlling the price level. Between the Govern: 
ment’s long-term financing and the monetary policy now 
embraced, we see no possible doubt that the latter is the 
more significant sign post. 

Thus far it has resulted in only moderate rally in the 
stock market, but it has served to check, and possibly to 
terminate, the reaction previously in progress. It has 
brought no semblance of a rush of public speculation. 
Trading, accordingly, has been left largely in professional 
hands and is proceeding in desultory fashion. Recent 
volume has only slightly exceeded 1,000,000 shares a day. 
In this quiet market industrial stocks, especially shares of 
companies having a more or less direct tie-in with com: 
modities, have shown much greater strength than other 
groups, thus conforming to the pattern of movement previ’ 
ously indicated as probable in these articles. The railroad 
and public utility stocks, less suitable vehicles for the 
protection of capital against dollar depreciation, have done 
little to reverse the neutral or negative indications prev’ 
ously shown. 

While the lack of public speculative interest is one 
reason for caution or inactivity on the part of the pro 
fessional element, there is another, and perhaps more 
influential, reason. Not the least of the contradictions 
with which Washington is puzzling the country is the 
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recent action of the Administration in shaking its finger 
at speculators in general and in hinting at coming Federal 
regulation of markets. Some degree of regulation appears 
probable, but it is significant that the preliminary investiga- 
tion has been undertaken by a committee appointed by 
President Roosevelt himself and composed of a majority 
of men who can not be considered either radical or unin- 
telligent. The purpose, clearly, is not to leave so delicate 
a job to hasty or ill-considered Congressional legislation. 

Reasonably free markets are indispensable to the work- 
ings of our economic system as it exists today. The recov- 
ery of the stock market last spring and summer was both 
the measure and advertisement of general revival. There 
is no reason to believe that the Administration would care 
to risk a degree of market regulation which would threaten 
major decline in security prices or which would seriously 
impede the restoration of normal security values. Such 
a restoration is of the utmost long-term importance in rela- 
tion to the general purchasing power, the public psychology 
of confidence and the solvency of the banks, which number 
a huge total of collateral loans among their assets. 

We are, therefore, inclined to believe that fears of 
Federal action along this line have been exaggerated. More- 
over, while Washington may frown on speculators, the 
fact remains that Washington itself has supplied to an 
overwhelming degree the stimulus for the speculation of 
recent months. The tip that commodities would be hoisted 
back to the 1926 level and that monetary manipulation 
would be used if necessary to achieve this objective came 
from Washington, and not from Wall Street or LaSalle 
Street. Human nature being what it is and the ownership 
of private capital being not yet completely outlawed, it 
surely is not surprising that Washington's open invitation 
to buy stocks and commodities 


America has no such familiarity with monetary tinkering 
as has Europe. 

It is apparently the Administration's theory that a sub- 
stantial reduction in the gold content of the dollar will 
par se lift commodity prices in proportion to that reduction. 
It is by no means certain that this theory is correct. The 
fact is that inflationary measures do not take hold until 
the general public begins to lose confidence in the cur- 
rency, whereupon the velocity of money in passing from 
hand to hand rapidly increases under the urge to get nd 
of it by buying tangible things before it depreciates further. 
Regardless of the amount of currency outstanding and 
regardless of the gold backing, it is to be doubted that 
prices will rise in proportion to the monetary depreciation 
without this velocity of turnover dictated by public psy- 
chology. The present German mark, for example, has 
at times been backed by as little as 10 per cent of gold, 
without inflationary results. 

The point is simply this: It is quite possible that a 50- 
per-cent revaluation of the dollar will fail to achieve the 
desired price level. If that is the case, is it not quite 
possible that the Administration will have to bow to the 
clamor of dissatisfied interests, notably the farming class, 
for a still greater depreciation? The question is of interest 
in view of the fact that as this is written a prominent 
national press service has just quoted an unnamed “high 
Administration source” as revealing that the President 
“would not hesitate to cut the dollar by two-thirds if that 
is necessary to restore prices.” The only formality re- 
quired would be to obtain from Congress in January an 
enlargement of the present power which the President has 
to reduce the gold content of the dollar within a maximum 
of 50 per cent. Such authority would hardly be refused. 

The present “rubber-dollar”™ 
experiment is that long espoused 





was enthusiastically accepted. 

In the long run we do not 
see how the policy now being 
followed by the Federal Gov- ‘ 
ernment can possibly fail to 
make commodities and sound 
industrial equities more attrac- 
tive than dollars to the average 
speculator, or, for that matter, 
to informed investors. 

President Roosevelt himself 
has said that the price-lifting 
program may take one year or 
two years or three years for 
consummation. Even if, in 
addition to the attempt to bring 
agricultural and industrial pro- 
duction under control, increas- 
ing emphasis be placed upon 
Monetary manipulation it is 
conceivable that this also will 
take some time to “work.” Un- 
like other countries which have 
gone through inflationary 
Periods, this country has huge 
resources and enjoys a creditor 
position in the world. The 
Government holds firmly in its 
Possession enough gold to serve 
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by Prof. George F. War- 
ren of Cornell University, one 
of President Roosevelt’s leading 
advisors. Professor Warren 
has been recently quoted as pre- 
dicting that a price of $36.17 
per ounce for gold “would 
bring back recovery, quickly 
put men back to work, and 
quickly balance national 
budgets.” 

As we write this the an- 
nounced price for gold 1s 
$32.57 an ounce, a rise of 
$11.90 over the statutory price 
of $20.67 per ounce. It would 
require a further advance of 
only $3.60 per ounce to attain 
the price which Professor War- 
ren predicted would bring 
economic recovery. An increase 
of only a little more than 10 
cents a day in the Govern- 
ment’s bid for gold would set 
this price in one month. Yet 
there is no evidence that the 
recent advance in gold has yet 
been accompanied by propor- 








a cover for any conceivably 

necessary issue of currency or volume of bank credit. 
Even in Germany when a devaluation, which was to 

Prove complete, began the public was slow to lose con- 

fidence in the money. The American public is likely to 

be much slower, both because our position inherently is 

© much stronger than was that of Germany and because 
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tionate advance in commodity 

prices. Indeed, the official index shows very little change. 

Possibly one should be sufficiently optimistic to hope 

that if the experiment fails the Government will turn 

again to the sound money side of the road. The realistic 

observer, however, can hardly fail to hazard the conjecture 
(Please turn to page 106) 
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How Good Is Uncle 
Credit? 


Sam’s 


What Resources—What Taxation Possibilities —What 
Borrowing Capacity Has the Government Before Inflation? - 


By Joun C. 


among nations, a government without debt. The 
paltry billion of the nominal public debt of those 
days existed only because Treasury and financial world 
were worried for fear the debt might be totally extinguished. 
What, it was anxiously wondered, could financial institu- 
tions do without some measure of instruments of indebted- 
ness based on the nearest approach to impregnable invest- 
ment that the ingenuity of man could devise? For example, 
what would the country do for paper money if national 
bank notes disappeared along with the last remnants of 
the U. S. bonds by which they were secured so magnificent- 
ly that nobody ever looked to see, or cared, whether such a 
note had been issued by a bank which had since become 
defunct? 
Today Uncle Sam owes some twenty-three billions of 
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Bie SAM twenty years ago was that unique thing 


CRESSWILL 


dollars and has a letter of credit from Congress to run his 
obligations up to twenty-eight billions. The old fellow 
owes so much and his I.0.U.’s are still so well liked that 
his credit has crowded private credit out of bank portfolios. 
Nobody wants to lend to anyone but Uncle Sam in these 
times. It might be argued that one cause of the commer’ 
cial credit drouth is that in parlous times Uncle Sam 
considered the only “sound” borrower. The inevitable 
result is that Uncle has to lend his credit to his people— 
he indorses their borrowings, as it were, by issuing his own 
bonds and passing the proceeds along to his indigent 
nephews and nieces. The less the banks and the public 
like other securities the more of his own Uncle has to pass 
out. 

What is the limit to his credit? Despite repudiation of 
the gold clause of public and private bonds, mortgage, 
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notes and contracts; despite the Government's determined 
efforts to cheapen the paper money in which they are re- 
deemable, despite the threat of an issue of greenbacks, the 
most cautious lenders throw their money over the transom 
of the Treasury door whenever the Government calls for 
a little more pocket money. 

Only the other day a 500-million-dollar issue of 10-year 
Government bonds was five times over-subscribed and a 2- 
billion-dollar conversion operation is in process with indi- 
cations of successful completion. And, let it be noted, that 
the very banks and “money changers” who are being daily 
castigated under governmental sanction are as eager as 
anybody else to get the Government’s promises to pay— 
even though it is certain that when their redemption comes 
they will be paid in legally devaluated money, to say noth- 
ing of what an issue of greenbacks might do to the pur- 
chasing power even of that money. 


Outgo More Than Income 


Yet the Federal Government spent about 230 million 
dollars more in the month of October than it received and 
at the end of that month it was about half a billion in the 
hole since the beginning of the fiscal year, July 1, and the 
deficit in twelve months had grown to 1,200 million dollars 
as measured by the growth of the public debt. Even ex- 
cluding emergency expenditures, the Government was 
spending in October about 150 millions more a month than 
it was collecting, although for the first four months of the 
fiscal year its immersion in red ink was less than a hundred 
millions. 

Still the fact remains that the long-sought budget balance 
has not yet been attained in practice. At the present rate 
of excess of normal expenditures over receipts the deficit 
for the whole fiscal 


been taken out of the worry picture by the fact that they 
are largely self-liquidating or are duly met by taxation pro- 
visions intended to cover both interest and amortization. 
Specifically, the 3,300 million dollars of public works ex- 
penditures are covered by special taxation provisions in- 
tended to yield 220 millions a year. Theoretically, at least, 
the 2,000 millions for home loan mortgage relief and a like 
sum for farm mortgage relief are not on the Government's 
books. The Government guarantees the interest but not 
the principal of bonds issued by governmental corporations 
for those purposes. So far the sums lent by the R.F.C. 
have been advanced by the Treasury to that agency, out- 
side of the original appropriation of 500 million dollars, 
on deposit of its debentures. Whether R.F.C. disburse- 
ments of cash pass through the Treasury into government 
obligations or whether the debentures are directly negoti- 
ated they constitute an unqualified government obligation. 
But the whole R.F.C. venture is supposed to be self-liqui- 
dating. In the meantime it may tap the public credit for 
another billion. Even if we assume that the R.F.C. should 
eventually have to stand a loss of a billion and that the 
Government will write off the 4 billions of home and farm 
mortgages it is planning to take over—which is an utter 
absurdity—33 billions is about the sky-limit of the public 
debt under present legislative authorization. 


The Limit of Debt 


Such a debt would be seven billions more than the load 
we were carrying at the end of the World War, and twice 
the public debt in 1930. While it may be reckoned that 
additional appropriations by the next Congress may raise 
the debt of 35 billions, that may be taken as the limit for 
this decade unless the nature of our government entirely 
changes and we use 
it more and more 





year will be around 
300 millions. This 
fact seems to 
worry nobody. 
The reasons is that 
while so far in the 
current fiscal year 
receipts are near 
double what they 
were in that period 
last year expendi- 
tures are approxi- 
mately 200 billion 
less, The Federal 
financial house is 
being put in order, 
even if the goal has 
not yet been at- 
tained. 

More than that, 
barring another 
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as a vehicle of 
socialization. Even 
in that event we 
may look for 
heavier _ taxation 
rather than heavier 
debts. 

As government 
debts go, thirty 
billions of dollars 
is not a_ liability 
that should impair 
the credit of the 
United States Gov- 
ernment so long as 
the latter is cap- 
ably administered. 
Right now it is 
costing the people 
the United 
States something 








breakdown of busi- 
ness worse than 
any that has been experienced in the tough years since 
1929, a source of revenue is about to open up that makes 
it possible that this fiscal year will close with a balance. 
Beer is already yielding tribute at the rate of 250 millions 
a year, and when prohibition repeal becomes effective in 
December the total liquor revenue may approach a billion 
dollars. Even after the repeal of those temporary taxes 
which are ear-marked to pass out with prohibition, there is 
likelihood that there will be a margin for surplus or fur- 
ther tax reduction. That statement applies only to ordi- 
nary expenditures. 

The extraordinary expenditures of the Government have 
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over 5,000 millions 
a year for governmental running expenses and the service 
of the debt, including amortization. That sum is probably 
15 per cent of the total national income and 3 per cent of 
the national wealth as at present depreciated by the defla- 
tion of the recent years. 

The credit of the United Kingdom is excellent but on a 
present national income of 15 billion dollars that country 
is supporting an annual budget of 4 billions (both figures 
converted from sterling at par). Which means that some- 
thing over 26 cents of on the average of every dollar of 
income annually received by an inhabitant of the Kingdom 

(Please turn to page 100) 
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World Economic Flashes 


By Ernest GREENWOOD 


Litvinov 


When it was announced that Soviet 
Russia would be among those present 
at the recent World Economic Confer- 
ence everybody said that her repre- 
sentatives were going to London only 
for the purpose of stirring up trouble 
and making things as difficult as pos- 
sible for the capitalistic nations. Com- 
rade Litvinov did nothing of the sort. 

The suave foreign minister confined 

himself to an effort to impress the dele- 

gates with the economic importance of 

early recognition of Russia and was so 

successful that most of them went 

home with the idea that this was one 

of the first things their governments should do. His clever 
work is now bearing fruit with recognition by the United 
States in the offing and other major nations may be ex- 
pected to follow suit. He is entitled to a pat on the back 
by Mr. Stalin. 

Naturally, pre-Soviet and post-Soviet debts will be dis- 
cussed. President Roosevelt has naively suggested that we 
would like to slide down Russia’s cellar door and play in the 
Soviet backyard. He is thinking, doubtless not only of 
Russian markets but of ways and means of doing a little 
practical bill collecting. 

M. Litvinov told newspaper men in Berlin that it would 
not take him more than half an hour to conclude his 
business with the White House. This does not sound 
promising. It is too much to expect that he will promise 
to’pay us the money owed by the former Russian govern- 
ment. The Czarist crowd incurred them and most of that 
crowd are quite dead. If Soviet Russia’s representative 
should trade promises to pay these pre-Soviet debts in re- 
turn for recognition he would have to do the same thing 
with every other nation and it is more than doubtful if this 
comes within his scheme of things. ‘We may, however, 
get a new series of I O U's for post-Soviet debts. 


* * * 


Third International 


It is most unfortunate that in approaching the govern- 
ment of Russia President Roosevelt cannot deal directly 
with the real head of the USSR. The Communist Party 
is the real authority in Russia just as it is in the Third 
International and Stalin, who occupies a very minor titular 
position in the Russian Government, is, at the moment, the 
Communist Party. The Party will be no more bound by 
promises made by M. Litvinov on behalf of M. Kalinin 
than the Socialist or Communist Party of America would 
feel themselves bound by promises made by the Demo- 
cratic Administration, | 
“<This, of course, brings into the picture’ Communist 
propaganda in this country which agitates Mr. William 
“Greén and a great many other people. The fourth point 
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in the Communist Manifesto setting 
up the requirements for affiliation with 
the Third International to which the 
Communist Party in America and in 
every other country subscribes, reads: 
“The duty of spreading Communist 
ideas includes the special obligation to 
carry on a vigorous and systematic 
propaganda in the army. Where this 
agitation is forbidden by exceptional 
laws it must be carried on illegally. 
Renunciation of such activities would 
be the same as treason to revolutionary 
activity and would be incompatible 
with membership in the Third 
International.” The Third Inter 
national, like the Soviet Government 
of Russia, is under the control of the Communist Party 
of Russia. 

Furthermore, some of us remember the “ordinance” issued 
by the Soviet Government about five weeks after it came 
into power and which was published in the Gazette of the 
Temporary Workers’ and Peasants’ Government December 
13th, 1917. This ordinance assigned 2,000,000 roubles 
“for the needs of the revolutionary internationalist move 
ment” the money to be used for “the assistance of the left 
internationalist wing of the workers’ movement in al} 
countries, entirely regardless of whether these countries 
are at war with Russia, or in alliance, or whether they 
retained their neutrality’ and was placed “at the disposi- 
tion of the foreign representatives of the Commissariat for 
Foreign Affairs.” 


Russian Purchases 


In the meantime, the Administration at Washington 
seems to be arranging another petting party between the 
American taxpayer and the Russian Bear from which the 
former will probably walk home with his pocket-book badly 
mangled. Exchanging American dollars, even New Deal 
dollars, for Russian I O U's via the Reconstruction Finance 
Corporation is not a particularly attractive proposition even 
if those dollars are going to be spent to buy American 
cotton and other substantial products. We have already 
demonstrated the futility of lending money abroad to 
finance the sale of our goods. 


* * 


French Gold 


Four weeks ago it was suggested in this column that 
French statesmen were apprehensive over the possibility 
that gold francs might be seduced by Roosevelt paper dol- 
lars and that “the big, bad wolf” down in Washington 
wouldn’t do right by “our Nell”—French gold. Now the 
vague fear that America might embark on a policy of 
buying gold francs with paper dollars is becoming a grim 


THE MAGAZINE OF WALL STREET 





a fe 
is 1 
liab 
agr 
in 1 
mig 
priv 
cel 

no 

seen 
Aus 


1 
Teal 


Wa 
A 


Eur 
cons 
ity, 

Paul 
told 

plert 
freqi 
plers 
John 
“Sai 
Fren 
and 

servi 
ore 
that 
Reic 
total 
000 

the 

Was | 
his r 
just 
woul 
it co 
Fren, 
on g 
Frenc 
Gene 
towa: 
acros: 


for } 


reality and we are reading such head-lines over-topping 
the spot news as “France Fears Gold Drain Due to U. S. 
Buying,” while the French press sees in such a possi- 
bility a grave danger to France’s monetary stability and 
quotes one well-known commentator as saying that “our 
metallic reserve may seriously be undermined, especially if 
foreign capital acquires a tendency to follow this 
movement.” 

The chastity of the gold franc may be of the greatest 
importance to the French people but they will quickly 
sacrifice it and their adherence to the gold standard if 
necessary to keep gold from leaving the country at a time 


to issue a premptory command to that effect. He may very 
well feel that in the interests of France it may be more 
advisable to strike immediately rather than wait when Ger- 
many is ready. A pretext could easily be found in the 
Treaty of Versailles. 


Reichsbank 


Before the inflationists in Congress get together for the 
purpose of preparing their plans for the next session it is 
earnestly recommended that they study the modification 
of the statute governing the Reichsbank as announced to 


ting when they are convinced that the German menace once 
with more confronts them. France, the leader of the gold bloc the Bank of International Settlements by Dr. Schacht, its 
h the nations, may, at any moment, abandon the gold president. 
ad in standard with the same casual gesture as that of the This “maddest and most dangerous of financial experi- 
eads: French Chamber of Deputies abandoning the Daladier § ments,” as it has been described, will give Germany, once 
wunist sovernment. more, an unlimited amount of paper currency by the simple 
on to . expedient of permitting it to use all classes of government 
matic securities—municipal, county, state or national, as we 
e this : would say—as coverage for this currency to be issued 
tional Hitler Loses by the Reichsbank as the central bank of issue. It can 
gally. The tension between Germany and Austria remains at finance loans granted on government bonds or buy un- 
would a fever pitch and reports from Rome suggest that Mussolini _limited quantities of them with the product of its printing 
onary is in an outraged and, therefore ugly mood. He is quite _ presses. 
atible liable to issue some sort of ukase outlining just what he Thus, by means of a “financial comedy of errors” Dr. 
Third agreed to do for Dollfuss. Reports of Nazi manifestations | Schacht and his bank will finance the German Government, 
Inter in the Italian Tyrol lend color to the idea that Austria the Nationalist Party and the Hitlerites—they are one and 
:ment might easily become a kind of Italian annex, with port the same thing—for any and all of their political ends by 
Party privileges, rather than a par- the very simple experience 

cl of a new Germany with of buying up the necessary 
issued no privileges. Herr Hitler @ bond issues or accepting them 
came seems to have lost out on his as collateral and handing 
»f the Austrian gamble whether he out a currency that has 
>mber realizes it or not. been fnflated to what the 
subles mathematicians call the “nth 
nove ” 6 power.” 
e left War? Can Germany finance a 
n al} war? Naturally. 
ntries And so the war drums of 

P ° * * * 

they Europe are beating with a 
sposi’ constantly increasing intens- Debts and Tariffs 


it for 


ity, It has been hinted that 
Paul Boncour (he has been 
told that he resembles Robes- 
pierre but French cartoonists 
frequently label him “Robes- 


A new factor has been in- 
troduced into world tariffs and 
international indebtedness. 
The recent action of Brazil in 


Pierrot”) agreed with Sir freezing all French credits in 
ngton John Simon (sometimes called that country is of far greater 
n the “Saint John”) to reduce the world significance than the 
h the French Army to 200,000 men superficial relationship between 
badly and the period of military those countries. “Either let 
Deal service from one year to six down the tariff barriers to our 
nance or eight months on condition goods,” says Brazil, “or do not 
even that Germany abolish the expect any payments on the 
rican Reichswehr and reduce its account of our debts to you.” 
ready total armed strength to 200,- The triple duties on Brazil- 


id to 


000 men. Before the fall of 
the Daladier government it 
Was strongly on the cards that 
his regime would be informed 
Just what would be and what 
would not be allowed when 
t comes to trifling with the 


Courtesy “USSR in Construction” 


ian goods which France has 
imposed, particularly that on 
coffee amounting to 60 cents 
or 70 cents a pound (United 
States currency) are thus 
placed under a very specific 
attack. If France gives way 


Weaving Department in a Soviet Textile Mill— 
Where American Cotton May be Used 


in order to safeguard her 
creditor position, it will mark 
a new attitude toward na- 
tionalism and its attendant trade barriers, and will empha- 
size the close and practical relationship between debt 
payment and international trade. 


French Army. I am informed 
on good authority that the 
French Commander-in-Chief, 
General Weygand, is far more disposed than otherwise 
toward the clamour now arising that Nazi propaganda 
across frontiers of the Reich must cease, and is prepared 
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Can Prices Be Lifted By Federal 
Gold Operations? 


Foreign and Domestic Repercussions from Uncle 


Sam’s New Command of World Gold Markets 


By Turopore M. KNApPEN 


N the past it has been an economic axiom that com- 
modity prices vary directly with the price or quantity 
of gold. It has been assumed that if the gold monetary 

standard unit were cut in two prices would double, or that 
if the world supply of gold were doubled prices would 
double. This theory certainly has ample historical defense, 
although it has been honored in the breach of recent years. 
The output of gold declined relatively to business expan- 
sion during the decade 1920-30, but prices of commodities 
were remarkably stable (although with a declining slant) 
after the readjustment following the depression of 1920-21. 
Since 1929 there has been a marked increase in gold pro- 
duction, whereas prices have fallen spectacularly until this 
year. These episodes are waved aside by the gold-price 
economists as abnormal and explicable as exceptions to 
the rule. 

President Roosevelt, deeply impressed by this gold 
philosophy of prices, was finally convinced on Sunday, 
October 22, that it was barely possible to raise domestic 
price levels by government buying of only fresh-mined 
American gold at cumulative prices. This conviction seems 
to have arisen from the supposition of his advisers, notably 
Prof. Warren, that the psychological effect of the spectacle 
of the Government of the United States deliberately “bear- 
ing” its own currency would be inflationary of the latter. 

Commodity and security 


to be a failure as a price regulator. At the moment of 
writing the pound stands at $4.77 whereas the American 
official price of $32.12 for gold corresponds to $4.89. 

So, one week after gold buying at advancing prices, 
arbitrarily fixed, had been determined upon as a means 
of depressing the value of the dollar, it was decided to 
extend the policy to foreign gold buying. As this is writ- 
ten the new phase of experimentation has only begun, with 
a reported minor purchase from the Bank of France, but 
opinion is almost unanimous that it will—if persisted in— 
succeed in raising the world price of gold measured in dol 
lars, and that this cheapening of the dollar will be followed 
by rising paper dollar commodity prices in the United 
States. That, of course, is what the President is after. 
The Warren theory is that if gold sharply appreciates in 
price, basic commodity prices will rise abruptly and other 
prices slowly; resulting in a convergence of raw material 
and finished goods prices toward an exchange parity. 

It is always possible that something may happen or be 
planned to offset dollar manipulation. England, for example, 
may sell the pound sterling and buy dollars in order to bear 
the pound. Indeed, it is hinted that she has already done 
that effectively. She may spurn the pound as much as we 
may spurn the dollar. She may send the pound down as 
rapidly as we depress the dollar. 

England can hardly be 
expected to abandon the 








markets, taken by surprise 


and bewildered, did blind- 


trade advantage or at least 
equality of opportunity 


ly respond with upward 
prices to the first day's gold 
price fixing. After that 
they became indifferent. 
Four days of the experi- 
ment saw domestic prices 
virtually unchanged, the 
dollar higher abroad than 
it was in the beginning and 
the London free gold mar- 
ket price of gold utterly 
indifferent to the American 
oficial price. While four 
days experimentation might 
be considered too brief a 
period for a firm conclu- 
sion, the opinion of bank- 
ers, economists and traders 
was almost unanimous that 
domestic price-fixing of 
gold had been demonstrated 
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According to the London Herald, the British and 
French governments were quick to neutralize 
American gold buying, even in its first stage of 
domestic purchases only. That paper declares that 
even as the United States offered to buy gold at 
home England and France bought dollars in Lon- 
don, thus offsetting by selling pressure the lifting 
effect of U. S. buying. Whether this be true or 
not, it gives point to the prospect that other nations 
will attempt to defeat an American gold buying pro- 
gram in an endeavor to defend their own currencies 
and trade positions. On the other hand, possibly 
the best indication that it is a good and practicable 
program for us is the unanimous condemnation it 
meets in Europe. 








that a dollar dearer than 
the pound, or on par with 
it in terms of gold, gives to 
her. The longer she can 
maintain a pound relative: 
ly depreciated in exchange 
terms of other currencies 
the better for her; exports 
will be helped and imports 
checked. At the same time, 
she seems to wish no rise 
in domestic prices. But our 
policy runs counter to Brit 
ish policy, for it tends not 
only to cheapen the dollar 
at home but to cheapen all 
currencies with reference 
to gold. To buy gold in 
London we shall have to 
(Please turn to page 99) 
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hat Third-Quarter Reports 
Indicate for Stock Prices 


Modifications of Investment Policy Suggested 


By Gren Prick MANTON 


“IRD quarter reports from leading companies are 

of unusual importance. They showed the ability 

of various enterprises to recover earning power 
rapidly under the improving conditions which obtained 
during the summer months and, because of this, they 
serve in an important degree as a practical yardstick by 
which current stock prices may be measured. 

With epoch-making experiments in money and prices 
underway, with complaints heard on all sides of rising 
costs, buyers’ resistance and declining business, it is in the 
interest of every investor to examine current earnings and 
to investigate the prospect for their continuance, improve- 
ment or decline. 

Sufficient statements have now been announced to form 
a general picture of most industries. In the main they 
give a distinct impression of improvement. True, there are 
not many of phenomenal excellence and not a few com- 
panies are still losing money at an alarming rate. But in 
the main, as has been said, they give a generally favorable 
impression and afford a clue of what may be expected in 
the way of profits in the event that general activity is 
extended. Unfortunately, this level of third quarter busi- 
ness is not the case at present. Recession has taken place 
and very properly gives rise to the question of whether 
current security prices are not being based more on future 
than on currently demonstrated earning power. Indeed, 
this might certainly be charged were it not for the factor 
of possible currency inflation and the general uncertainty 
as to the future of the dollar’s purchasing power. For 
the purpose of this study, however, let us reserve the infla- 
tion factor for consideration in fixing a general investment 
policy and examine earning power for the determination 
of specific selections. 


Classification 


It is interesting to make a rough classification of the 
various industries according to the third quarter reports 
which have been published. Companies fall apparently 
into four general groups (1) those that have registered 
great improvement (2) those that have registered moderate 
improvement (3) those in which little or no improvement 
is perceptible and (4) those whose showing, whether good 
or bad, was owing to some exceptional circumstance. 

The chemical industry in the broadest sense is defi- 
nitely of the first group. Reports from the diversified 
chemicals, explosives, sulphurs, alcohols and rayons, all 
show great improvement. Of the chemicals, it may be 
said that they are the section of industry which most 
clearly is still in the stage of dynamic growth and, being 
in this position, it is hardly surprising that they have been 
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the quickest to prevail over the sinister influences of de- 
pression. To some extent, this applies also to the business 
equipments and here, too, third quarter earnings have 
made a gratifying showing. 

There are, however, certain’ other industries of the first 
group, namely, those that did well in the third quarter, 
which cannot be said to be in the dynamic stage of develop- 
ment. They are the industries which fortune has selected 
for exceptionally good treatment in this particular year, 
or in this particular three months’ period. Motors are per- 
haps the best example. Here, the deferred demand was 
very large. There had been a number of especially poor 
years. Suddenly, the turn for the better in general busi- 
ness, fear that car prices would shortly be higher, coupled 
with the general feeling of greater hopefulness, carried a 
large part of this deferred demand into the effective cate- 
gory. Consequently, 1933 will go down in history as a 
fairly good year for the manufacturer of automobiles— 
at least for those making low-priced models. But, although 
they may have another fairly good year in 1934, nothing 
has occurred to alter the widely-held conviction that the 
automobile is no longer in the dynamic stage of develop- 
ment. There will be little trouble encountered in dis- 
covering other industries and other companies which also 
can be classed with automobiles in having had an excep- 
tionally good year. 


Other Groups 


The second group, or those that registered moderate 
improvement, contains a large proportion of the more-or- 
less stable industries manufacturing food or other products 
in everyday use. In this section, the improvement was not 
the result of any marked increase in consumer demand. 
It was more the result of better price conditions—smaller 
write-offs for lower inventory values and bad debts— 
perhaps the restocking of nearly empty dealer shelves may 
have had a bearing on the matter. 

The third, or still depressed group, contains a number 
of widely diverse industries. There is, for example, build- 
ing and all the various divisions which cater to it, a 
section still paying for the excessive construction of the 
boom years and struggling at the moment to surmount the 
tremendous barrier of currency uncertainty. Although 
they do not appear in the accompanying table for the 
reason that representative companies fail to report quar- 
terly, there may be included in this section also, such 
industries as coal, copper, fertilizers and paper. 

The fourth, and final group, consists of industries to 
which individual consideration must be given, for it is 
to circumstances affecting them and them alone that they 
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owe their present position. The first and most obvious 
example is gold mining. This industry is currently boom- 
ing because the world has elected to precipitate itself into 
a period of currency chaos. Individuals and nations are 
scrambling for the metal with a frenzy which would do 
credit to a more deserving cause. But so long as this mad 
scramble from paper currencies into gold and from com- 
modities of all kinds into gold continues, the gold mining 
companies may be expected to enjoy a time of unprece- 
dented prosperity. Within the boundaries of the United 
States, the gold situation has developed a greater artifi- 
ciality and, temporarily at least, a brighter prospect than 
anywhere else in the world. Who knows what the Recon- 
struction Finance Corp. may elect to pay for domestically 
mined gold—or even foreign gold for that matter—a week 
from now, or a month from now . . . and who knows 
when it may elect suddenly to drop its bid drastically and 
with horrific effects upon the producers of the metal? It 
is possibly worth remembering that this Administration 
cares no more for a miner of 


the outlook has been much improved. An _ extensive 
analysis of Standard Oil of New Jersey will be found 
elsewhere in this issue. 

Turning again to consideration of the third quarter 
reports in the accompanying table let us see whether they 
can be induced to act as a guide to future investment 
policies. It would, of course, be hazardous to use them 
exclusively, for the reason that no three months’ period 
is necessarily representative of a company’s earning power. 
Nevertheless, these reports when carefully fitted to their 
background may be of considerable value. 

Some mention has already been made of the chemicals. 
Their showing was no flash-in-the-pan and anyone contem- 
plating the purchase of common stocks would be well ad- 
vised to give great consideration to this group. In many 
respects it comes closest to the ideal. In the first place no busi- 
ness improvement of importance can take place in any part 
of the country, or in any one industry, without the chem- 
icals receiving a favorable and substantial backwash. 
Secondly, the industry in the 
development of new products 








gold than it cares for a miner 
of coal or copper or some 
other metal. It just happens 
at the moment to be following 
a policy which is extremely 
advantageous to the gold min- 
er in the hope that it will help 


Among the Important Companies 
Reporting for Quarter Ending 
September 30, 1933 


Earned Per Share 


and processes tends to offset 
the slackening demand in any 
old-established line. Thirdly, 
and this is a particularly im 
portant point at the present 
time, the chemical industry is 


Current much less vulnerable than 





other miners and business in 
general, but there is no reason 
to believe that the former will 
continue for ever to be singled 
out for more than his share 
of Washington’s bounty. 

The oil industry is another 
important industry which 
hardly lends itself to classi- 
fication on the strength of re- 
cent reports. Here is a busi- 
ness, which in the period of 
its greatest growth threw 
away its opportunities. The de- 
mand for petroleum products 
relatively has resisted depres- 
sion exceedingly well. Yet, 
because of over-production, 
over-expansion, and cut-throat 
competition oil has been one 
of the worst sufferers in the 
past few years. Now, it is 
under the control of the Fed- 
eral Government and over- 
shadowing all considerations 
of past and present earning 
power there are two questions 
(1) can the Government 
exercise effective control (2) 
if it can, will it so exercise 
control as to permit of oil 
company profits, or will it cut 
the possibility of stockholders’ 
return to a minimum? 

Frankly, at the moment, it 
does not appear that definite 
answers can be given to these 
questions one way or another. 
All one can say is that previ- 
ous to this development the 
oil industry was in a chaotic 
state and now that there is, 


Company 


Anaconda Wire & Cable. . 
Atlantic Refining......... 
Atlas Powder............ 
Beech-Nut Packing 
Bethlehem Steel......... 
te 
Borg-Warner 

Brooklyn Edison......... 


Commercial Credit....... 
Commercial Solvents... . . 
Commonwealth Edison... 
Con. Gas of New York... 
Continental Oil 


Electric Auto-Lite........ 
General Electric 


Industrial Rayon 
International Cement... . . 
Johns-Manville..... .... 
Jones & Laughlin 
Libbey-Owens-Ford...... 
Loose-Wiles Biscuit... .. . 
Mathieson Alkali......... 
McIntyre Porcupine...... 
Monsanto Chemical... .. . 
National Biscuit 

National Steel 

New England Tel. & Tel.. 
Penick & Ford........... 
Peoples Gas Lt. & Coke. . 


Standard Brands......... 
Texas Gulf Sulphur 

Underwood-Elliot-Fisher. . 
Union Carbide & Carbon. . 


Westinghouse Air Brake.. 
Westinghouse Electric.... 
Wrigley, Jr. Co 
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most to labor trouble, or labor 
costs such as those induced by 
the NRA. 

Currently, of course, the 
chemicals are feeling to some 
extent the slackening in gen 
eral business activity. Also, 
there has been some price 
weakness in certain _ lines. 
This, however, hardly affects 
the long-term outlook and the 
position of the chemicals as 
protection against whatever 
may befall the currency and 
the adverse possibilities of the 
Government further favoring 
95 "36 Labor at the expense of Capi: 
58 31 tal. There are quite a num 
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42 L278 
all strong financially and all 
4 .23 
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competes with some of these 
whole falls into a “lighter” 
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1.03 86 
of which cellophane and fabri 


-08 .07 ber of companies from which 
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Allied Chemical, du Pont and 
L997 1688 
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- — salts, certain coal-tar products 
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category — solvents of all 
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at least, a prospect of control, 
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— the investor may make a selec: 
.05 L519 
Union Carbide & Carbon are 
59 L487 
tion. The respective fields of 
1.20 71 
35 07 confines itself to heavy indus’ 
— and dyestuffs. While du Pont 
.56 lines, its production on the 
kinds, paints and explosives. 
of diverse specialty products, 
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known. Also, it should be noted that the purchaser of 
du Pont virtually obtains with his investment 9/10 of a 
share of General Motors with each share of the chemical 
company. Union Carbide’s field, while completely dif- 
ferent to that of Allied Chemical, overlaps du Pont’s to 
some extent, just as the latter overlaps Allied in some 
respects. Union Carbide manufactures carbon products 
of all kinds, alcohols and solvents, produces various gases 
and a quantity of mechanical apparatus, and is an im- 
portant factor in the metal alloy field. 
Some of the 


over the long term. Homestake Mining, in this country, 
and Lake Shore in Canada are representative of the better 
properties. Alcohols and liquors, of course, are currently 
in a favorable position and there is every prospect of their 
enjoying a high degree of prosperity for a year or two. 
But there is also every prospect that this high degree of 
prosperity will induce—as it has done to a considerable 
extent already—so much new capital to enter the field 
that it will not be long before competitive conditions be- 
come quite severe. Of the alcohol and liquor stocks it can 

certainly be said 





that they are not 





smaller chemical 
companies are also 
worthy of consid- 
eration. Among 
these is Monsanto 
Chemical, largest 
maker of fine 
chemicals and im- 
portant manufac- 
turer of the heavy 
variety, which re- ona 
ported for the Nickel 
third quarter of on 

this year the best 
earnings of its 
history; Hercules 
Powder, which is 
much less of an 
explosive company 
than a_ general 


Prospects of dynamic 
Expansion 


Alcohol 
Alloys 
Aluminum 
Aviation 
Chemicals 


Automobiles 
Drugs 


Food Products 
Lead 
Machinery 
Packing 
Railroads 
Rayon 
Shoes 
Tires 
Tobacco 
Utilities 








Present Position of Industries 


Prospects of moderate 
improvement 


Electrical Equipment Coal 


Railroad Equipment 


Wool & Woolen Goods 


among issues that 
can be put away 
and forgotten. 
From the 
dynamic industries 
and the companies 
comprising them, 
we turn now to the 
second group, or 
those whose earn- 
ings for the third 
quarter registered 
moderate improve- 
ment, and of which 
little more than 
further moderate 
betterment is a 
reasonable expecta- 
tion for the future. 
These are the 


Prospects of slow or little 
recovery 


Agricultural Implements 
Building 


Copper 

Cotton Textiles 
Fertilizers 
Motion Pictures 
Paper 

Steel and Iron 
Sugar 











chemical company, 





and which lately 

has been an important beneficiary of the current activity 
in the rayon industry; Commercial Solvents, whose latest 
earnings have registered much improvement and which 
hopes to derive a still greater degree of prosperity from the 
legalization of liquor; and finally Atlas Powder, whose 
business actually is, in the main, explosives. 

Whether rayon is a chemical or a textile is, perhaps, a 
matter of some debate. In any event, here is another sec- 
tion of industry which is clearly in a period of dynamic 
growth. Demand for the product is increasing by leaps 
and bounds and the industry has been operating at capacity 
for quite a time. Although considerable speculative risk 
obviously attaches to any new industry, Industrial Rayon 
and Celanese are two companies deserving of scrutiny. 
Both are covered more extensively elsewhere in this issue. 


Other Dynamic Industries 


Among other industries fundamentally dynamic may be 
mentioned aviation, steel alloys, nickel and the light metals. 
The first of these is currently suffering from the action of 
the Government in reducing air-mail payments and whether 
aviation’s obviously great future is fulfilled promptly, or 
whether it is to be slow in developing, depends upon the 
future action of the Government in regard to these pay- 
ments. They are the backbone of the business. The for- 
tunes of alloy steels will rise and fall largely with general 
industrial activity, and the same may be said of nickel and 
the light metals. Currently, the near-term outlook is less 
bright than the more distant future. 

Industries which are temporarily dynamic, but whose 
growth and prosperity over a number of years can be less 
clearly foreseen, would include gold, and the liquors and 
alcohols. The first of these we have discussed and may 
sum up by saying that while this field offers some pros- 
pects of great profits for the near future, there is con- 
siderable uncertainty as to whether they can be sustained 
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stable _ industries, 
catering to the everyday wants of the people—the foods, 
the shoes, the drugs, the tobaccos and snuffs. Also funda- 
mentally in this class, although they fail temporarily to 
conform to the “moderate improvement in earnings” pro- 
vision, are the rails, the utilities and the automobiles. At 
the present time, the rails are still depressed, although some 
improvement has been registered, and further moderate 
gains is a reasonable expectation; the utilities are being 
depressed—harshly, by political agitation, and are cur- 
rently “batting below their average”; while the automo- 
biles, owing to the factor of deferred demand, have recently 
“batted above their average.” None of these industries 
appear to offer the investor anything which he could not 
duplicate to better advantage elsewhere. The rails and 
the utilities, in addition to being the unfortunate recipients 
of the greatest degree of political interference, are, gener- 
ally speaking, unsatisfactory holdings in a time of currency 
uncertainty. As for the automobiles, there are obvious 
dangers in committing oneself to any industry which is 
doing better than can reasonably be expected of it over the 
longer term. 


Stable Businesses 


In the industries which are conforming to pattern, how- 
ever, there are a large number of companies which un- 
doubtedly have much to offer the investor. It is to this 
field that the man, who usually buys bonds and who now 
believes that some other course is advisable, will turn. 
Here, will be found stability of earning power and a reason- 
able return on the capital invested. Should the Govern- 
ment’s plans to depreciate the purchasing power of the 
dollar be successful, this field offers at least some degree of 
protection. At the same time, it is not devoid of future 


possibilities. From what companies, shall a specific selec- 


tion be made? 
(Please turn to page 105) 





Sanity Reaches the Movies 


The Old Days of Reckless Extravagance 
Are On the Wane and Rehabilita- 
tion of the Industry Is Under Way 


By C. F. Morcan 


ONSIDERABLE 

film has spun 

through the na- 
tion’s theaters since last 
we discussed the madness 
of the movies in these col- 
umns, endeavoring to in- 
dicate in some measure 
where the cinema troubles 
lay and what should be 
done to eradicate, or at 
least ameliorate, them. 
That part of our thesis 
which dwelt with some 
animadversions upon the 
swollen salaries of those 
who produced the pic- 
tures has lately received 
more than a little atten- 
tion from the National 
Recovery Administration, 
and it is a comfartable 
thought that the NR A 
folk feel much as we felt about it, that the film stockholder 
deserves a semblance of a break, at least, and apparently 
propose to make some effort to see he gets it—introducing 
reason into emolument. 


hotos from Metro-Goldwyn-Mayer 


Conditions Begin to Improve 


Whether or not during the recovery period the motion 
picture may be regarded as a logical field for the investor 
will depend to a great extent on what the industry shall be 
able to accomplish in the next few months. As the situa- 
tion now stands it is hardly debatable that the public is 
averting its eyes and crossing to the other side of the street 
when the movie stocks beckon. The sum total of film se- 
curity trading on the exchanges of the country cannot be 
regarded as an encouraging portent of what the picture 
companies hope for. 

Bankruptcy threatened the film business months ago, and 
while that specter has not been exorcised completely, it at 
least has lost considerable of its menace. About the time 
it seemed a wholesale crash was inevitable, the luck that 
has always been in attendance on the flickermills began to 
make friendly overtures. Reorganizations were discussed, 
outlined, proposed, and in one or two instances actually be- 
gun. The cost of picture making in the studios began to 
drop; the larger companies set about divesting themselves 
of the theaters they took on in the heyday of their hys- 
teria; so-called executives were shuffled or dropped; some 
of the more absurd salaries and bonuses waned; fewer pro- 
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A Scene from “Eskimo,” Filmed Entirely in Alaska 


ductions came out of the 
mills; theater prices 
dropped far enough to 
encourage the public and 
something closer to sanity 
prevailed. Better pictures 
began to come forth. 

For a year or more the 
pressing problem has been 
how to continue produc: 
tion and pay the costs. 
Not two of ten companies 
had use for anything but 
red ink. None made 
money; most were con: 
tent to be able to scratch 
up the cash for the week- 
ly payroll. As a fact, any 
other business in like sit- 
uation would have slid 
overboard with a series of 
dull gurglings. Only the 
fact that the picture busi- 
ness is a strictly cash business saved it. Then, dire neces: 
sity and sheer terror evolved better methods. But— 

Reorganization—ruthless, unsparing reorganization is 
needed. The industry is waterlogged with funded and un- 
funded debt; it is clogged with overcapitalization; it is ham- 
strung by inefficiency of the most aggravating kind; hag- 
ridden by nepotism. Let us look at the financial structure 
of the business for a moment. The accompanying table is 
not to be regarded as accurate to the pinched penny; it is 
and can be merely approximate, but an approximation that 
will serve for a cursory analysis, for no two companies use 
the same accounting system. By the time this sees print the 
most progressive companies may have done something to 
squeeze out the water that has super-soaked them. 


Slow Capital Turnover 


Any business that can’t turn its capital faster than once 
in three years is unlikely to do much for its stockholders. 
For the period since 1925 the rate has been little better than 
that in any one year. There were boom days in 1924-5. 
Almost anything that went on a screen made some money. 
Today few of the three hundred features that are ground 
out annually make any money. Extravagance was rife an 
still prevails despite the current pressure on high salaries. 
One executive is accused of drawing better than $800,000 
a year and has never denied it, probably because the amount 
was more rather than less. Half million a year doles were 
common; the genius pulling less than $250,000 a year felt 
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ashamed and approached the 
Malibu pinochle games rather 
bashfully, feeling he might not 
be wanted in select company. 
Banks loaned money easily, 
and where they did not feel 


like putting up their own cash ee ee 
for short-term obligations, Fixed Assets............... 
suggested that the public was ip ie, Seen ees re 
in a buying mood. The re- MMCOMMB Co woke eanicke sen 


sult was that the public was 


Comparative Financial Status of the 
Motion Picture Industry 


Hardly. I recall one case 
where a male star was in- 
vited to sign up for an- 
other five years at a higher 
figure. Tom had been getting 


i988 1988 $6,000 a week and was being 
CRASS AED = SSTE ER ETO hitched up to $7,500. He 
_ Saneepee =. anne ene hesitated. Frances was a little 
15,000,088 888,000,008 doubtful if he should sign. 
137,000,000 190,000,000 


She felt they should have a 
new house and Tom might do 




















coaxed to absorb about $300,- 
000,000 in picture stocks in 
four years. Put another way, the picture capital was quin- 
tupled in that period. 

Unkind critics have referred unfeelingly to copious 
watering. But extra capitalization wasn’t enough. When 
sound came along and a lot of additional cash was required, 
the companies gaily went out with a market basket filled 
with bonds; when the bonds didn’t sell quickly enough, 
notes were tossed to the banks. The debt of the movies 
leaped in four years twenty-five hundred per cent. Of 
course, the assets increased, but they didn’t increase as fast 
as the debt. They moved up from $30,000,000 to an esti- 
mated $450,000,000—on paper. But the fixed assets at 
forced sale would be a different story. Astute financiers 
paled a little when they looked at the state of the country 
and tried to envision a market for those fixed assets. They 
suspected that the assets weren't fixed and that fixations 
were not all assets. What other use could be made of a 
$200,000 sound stage situated on a piece of Hollywood 
hinterland, and into what could be converted a 5,000 seat 
theater in a 50,000 population town where six or seven 
small houses operated? For what price could one sell a 
hundred acres of studio land on the outskirts when no one 
wanted two square blocks of the old Paramount lot in the 
heart of Hollywood? 

On the very modest estimate of 5 per cent, that $380,- 
000,000 debt requires close to $20,000,000 annually for 
interest. The total profits of all the American companies 
in existence in 1933 probably won't reach a quarter of 
that—and only a rank optimist would go that far. Stock- 
holders are a sec- 
ond _ considera- 
tion, for they can 
vision dividends 
only out of net 
income. Even in 
the glamorous 
days the greatly 
esteemed bonus 
came in between 
the stockholder 
and the net in- 
come. Bonus to 
whom? To the 
executive for be- 
ing around when 
the auditor an- 
nounced the fig- 
ures; to the star 
or consenting to 
sign another con- 
tract at a higher 
figure; to the di- 
rector for spend- 
ing more money 
thn anyone 
thought he could. 

Xaggeration? 
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Filming a Scene from “Queen Christina” 


better. He had sort of half 
promised Parafox to—Presi- 
dent Adelbert hurried forward. “We give Frances a check 
for $100,000 toward the new house,” he offered. Tom 
signed, sighed and took the bonus. 

Holders of close to $500,000,000 in stock are anxious 
about two things; first, safety of their investment; second, 
possibility of dividends. Investors who have studied the 
film situation wonder if there is ever likelihood that the 
business will be able to meet the interest on the funded and 
unfunded debt and find dividends on the present capital. 
Those familiar with world markets, who have observed the 
rise of the British film industry, the increasing Japanese, 
East Indian, German and Italian production, believe pay- 
ment of debt interest and dividends impossible. They say 
reduction of capitalization is the first step. 

‘To what extent can capitalization be reduced? Fox is 
said to have just effected a reduction, turning over one share 
of new stock for six shares of the old. A substantial write- 
off of part of the short-term obligations has also been ar- 
ranged. Paramount is said to be about to effect, with con- 
sent of stockholders, a sale at auction of its entire structure 
with intent to buy it in at about the amount of the 1924 
capitalization—which would possibly parallel the Fox re- 
ported reduction. RKO is understood to be working out 
a new reorganization deal through Irving Trust Co. 

But there are other features of the business needing cor- 
rection. Distribution costs have been exorbitant. Thirty- 
five per cent was not unusual. They can and should be 10 
per cent. Several years ago American Express offered to 
take over distribution, give better and faster service and 
charge 10 per 
cent. The job 
can be done at 
that figure, and 
eventually it 
must, for it must 
be remembered 
that films are 
rented and not 
sold to the ex- 
hibitor, and even 
10 per cent is a 
high cost for run- 
ning a rental busi- 
ness. Theaters 
have cost too 
much, and there 
have been too 
many. The coun- 
try is seated for 
10,000,000. Since 
a fair average is 
about 21 shows 
per day per thea- 
ter, that seating 
capacity can ac- 

(Please turn to 

page 98) 
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prices would restore the 1926 living 
costs. Rents will hardly go back to 
old heights and distributing costs in in- 
dustry and business would probably re- 
main under the 1926 level. 


* * # 


Penalizing Efficiency 


If present agitation on the part of 
certain bituminous coal interests may 
be taken at face value, it is probable 
that Congress in its next session will 
be asked to impose an “equalization 
tax” on natural gas in order to con 
trol and limit its growing competition 
— with coal. This would be “New Deal” 

v7 economics with a vengeance. It would 
tend to protect the capital invested in 
the bituminous coal business and, in 
consequence, the thousands of miners 
who eke out a bare existance in bitu- 








fhings Lo 


Think About 


The Cost of Living 


O the average individual prosperity probably can be 
best defined as the condition existing when income 
is in approximate adjustment with the cost of living 

on a reasonably comfortable standard. How far we have 
departed from this condition is simply and strikingly shown 
by the accompanying chart comparing total factory pay- 
rolls with the cost of living since the end of 1929. Depres- 
sion’s severe pinch began to be felt in the late spring of 
1930. Thereafter factory payrolls dropped much faster 
than did the cost of living. The gap shown between the 
two lines at the middle of 1932 and again in March of 
this year in statistical language paints the wolf at the 
door and howling in no uncertain fashion. Fortunately, 
the initial phase of economic recovery narrowed this gap 
considerably, for payrolls from March through July ad- 
vanced much faster than did the cost of living. Unfortu- 
nately, this rate of gain has not been maintained since July. 
Payrolls increased during August and September but could 
not out-pace the accompanying rise in living costs. It will 
probably be found, when the figures come in, that payrolls 
turned downward in October, without a corresponding 
decline in living costs, again putting Johnny Consumer on 
the spot. The program of the Federal Administration in 
seeking to put average commodity prices up to the 1926 
level will be economically and politically successful only 
if it results in a reasonably close balance between the 
average individual income and the cost of living. Com- 
tmhodity prices, however, are not the only factor in living 
costs. It is to be doubted that the achievement of 1926 


1p) 


minous coal fields. On the other hand, 
it would penalize the large and growing 
capital invested in natural gas facilities and, 
in consequence, all of those employed in 
this industry. These pros and cons, how 
ever, do not take the consumer into con: 
sideration. If natural gas is a cheaper and 
more efficient fuel for a given purpose than 
coal, is not the consumer entitled to the 
benefit? We think he is. Moreover, the & 
economic principle involved is both un: 
sound and opposed, in the long run, to 
the national welfare. Suppose the automo 
bile had been taxed to save the horse and 
buggy! Industrial evolution is temporarily painful, but 
inexorable. Far more workers make automobiles than ever 
made buggies. Who knows but what the natural gas in’ 
dustry of the future and the industries to which it supplies 
cheap power may employ more workers than lose their 
jobs in the coal mines? 


What Is to Blame? 


In the 1933 picture of economic recovery something i 
missing which was always present in past periods of re 
vival. That “something” is normal expansion in the capital 
goods industries and a normal flow of new corporate finance’ 
ing. The two missing links are directly related, for it 1 
savings, rather than bank credit or current income, that 
normally go into long-term capital investment such as i 
needed to stimulate construction and other “heavy” indus 
tries. Today the stream of new corporate financing has 
dwindled to a tiny trickle. Excluding refunding operations, 
offerings of corporate securities for public subscription 
during the first half of this year totalled only $75,000,000. 
This compares with nearly $5,000,000,000 during the firs 
half of 1929 and with a half-year average of about 
$2,000,000,000 for the more “normal” years 1923-1925. In 
some quarters there is a tendency to blame the restrictive 
influence of the Federal Securities Act for the prevailing 
condition of stagnation in the long-term capital market. 
That is a factor, but probably a minor one. Under this Ac 
the most speculative of securities may be sold to the public, 
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provided the true character of the security is not mis- 
represented by the seller. The trouble with the capital 
market is deeper. It can not possibly be restored to normal 
until abnormal monetary uncertainties are dissipated, and 
that may take some time. Moreover, with a slackening 
rate of population growth in this country, it is open to 
question whether we may not have to accept in future a 
new conception of what is “normal” capital expansion. 
Admitting the social need for modernized individual resi- 
dences, do we need much building of apartment houses, 
factories and office structures? Perhaps, when the dollar 
is stabilized, “normal” annual financing will prove to be 
$2,000,000,000 instead of $4,000,000,000. That would 
not restore the heavy industries to the old “normal” but 
the new “normal” would compare very favorably with the 
present stagnation and possibly would employ 2,000,000 
to 3,000,000 of the present unemployed. 


* * * 


Return on Capital 


Among those who agitate for a redistribution of wealth 
and income in this country there is undoubtedly a wide- 
spread illusion as to the profits earned year in and year 
out by business and industry. Many instances can be 
pointed out of fat returns on invested capital during the 
prosperous years 1925-1929. Such examples, however, are 
imperfect in two respects. First, over a period of time 
the high earnings of good years are offset by the losses or 
reduced earnings of bad years. Second, even in good years 
the fattest profits are exceptional, failing to be matched by 
the majority of enterprises. The solid statistical fact is 
that over the past century wealth in this rapidly expanding 
country has grown at the rate of approximately 3 per 
cent a year. Such, in short, is the average expectancy of 
return upon invested capital over a long period of years, 
allowing for inevitable losses. There are wide variations, 
of course, from industry to industry and from time to time. 
Therein lies the secret of shrewd investment. The pertinent 
example of the iron and steel industry is worth citation. 
During the twelve years 1921-1932 the twenty largest cor- 
porations in this industry earned an average return of 4.3 
per cent on the aggregate net worth of their assets, as 
shown by their balance sheets, and a return of 6.2 per cent 
on the value of their sales. 


Gold and Prices 


If one cared to listen, the economists of the world could 
no doubt spend a year or two debating the relationship 
between gold and commodity prices. The Federal Govern- 
ment is now conducting a practical experiment in this 
complicated field. Perhaps it will in time give us a satis- 
actory answer. One school of economic thought firmly 
believes that an increase in gold supplies or an increase in 
the volume of money—using the term in the broader sense 
of currency and bank credit—backed by gold leads inev- 
itably to higher prices. There is reason to believe the equa’ 
tion is more complicated than this. Given an unfluctuating 
balance of supply and demand, no doubt changes in the 
Volume of gold, i.e., money, would affect the price level. 
Even here, however, we run into complexities, for the 
important thing is not the volume of money but the 
effective volume. That is to say, the volume of money or 
credit in active use. This is what the conservative school 
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of economists is talking about when it speaks of the 
“velocity” of money. Obviously, gold which is hoarded, 
currency which is not spent and bank credit which is not 
loaned can scarcely be expected to lift prices. The period 
1895-1910 brought rising prices and large additions to the 
world supply of gold from the development of new fields 
in Alaska and South Africa. On the other hand, more 
gold was produced in 1931 and 1932 than in any com- 
parable period in history and prices fell steadily through- 
out those years. Since the present downward price cycle 
began in 1920 after the war time inflation, the monetary 
gold stock of the United States has increased by $1,500,- 
000,000 and the gold stocks of central banks in forty-nine 
other countries have increased by an aggregate of $3,500.- 
000,000. Either the modern need for gold increased much 
faster than the supply or the enlarged supply was not 
effectively utilized. If neither is the case, the commodity 
supply and demand ratio over this period had more to do 
with the commodity price trend than the ratio of gold to 
commodities. Wolumes could be written on this puzzle. 
Let’s save it for a rainy day! 


* * * 


Capital Goods and Depression 


As pointed out above the absence of normal revival in 
capital goods constitutes the missing element in business 
recovery. More detailed examination of what has hap- 
pened yields some very interesting data. Construction, 
producers’ goods, such as machine tools, and consumers’ 
capital goods—that is, goods in which consumers usually 
employ savings rather than current income, such as auto- 
mobiles, vacuum cleaners and household furniture— 
accounted in 1929 for approximately half of the country’s 
total industrial production, while consumers’ goods of rela- 
tively short life accounted for the other half. Depression 
in the first group was more than twice as severe as in the 
second group. Moreover, recovery to date has left the 
first group still abnormally depressed. For the second 
group the percentage decline in production was only moder- 
ately greater than the percentage decline in the price level, 
suggesting that the actual physical volume of consumers’ 
goods was not seriously changed by depression. The fol- 
lowing changes in volume of production in consumers’ 
goods and capital goods, comparing 1932 with 1929, is 
taken from the Census of Manufactures: In foods we find 
little change. For example: Sheep and lambs slaughtered 
increased 17.3 per cent; consumption of cheese increased 
15.5 per cent, imports of tea were up 6 per cent, imports of 
coffee up 1.2 per cent; receipts of fluid milk at New York 
City were unchanged; imports of cocoa declined 5.4 per 
cent; poultry receipts declined 6.1 per cent; flour consump- 
tion, 7.8 per cent; eggs, 12.3 per cent; cattle, 12.8 per 
cent; hogs, 14.7 per cent; citrus fruit, 15.5 per cent; apples, 
20.8 per cent. Ranking with foods in stability, gasoline 
consumption declined only .2 of 1 per cent. Clothing was 
harder hit, shoe production declining 13.2 per.cent; cotton 
consumption, 28.8 per cent; wool consumption, 34.2 per 
cent. Cigarette withdrawals fell only 13 per cent; but 
candy sales fell 39.9 per cent; tire sales, 40.5 per cent; 
furniture, 64 per cent, vacuum cleaner, 64.3 per cent 
and automobiles, 75.2 per cent. In contrast, the capital 
goods group shows declines of 99.3 per cent in freight cars 
built; 95.9 per cent in electric cranes; 95.4 per cent in 
locomotives; 92.1 per cent in factory construction; 87.1 
per cent in electric furnaces bought; 87 per cent in 

(Please turn to page 98) 


73 





The Magazine of Wall 


HE MacazINE OF WALL Street’s Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 


number of issues. 


Owing to the uncertainty which has grown out of 
the prospect of inflation, or at least a lowering of the 
dollar's purchasing power, bond purchases for invest- 
ment can only be made with a full recognition of these 


factors. 


There is, of course, no suggestion here that 


the individual eliminate all high-grade issues from 
his portfolio, for they possess certain advantages, re- 
gardless of conditions, not found in other securities. 
Among the second-grade and more speculative bonds 
found in these tables some undoubtedly have large po- 
tentialities. Such bonds, however, must be selected on 
their merits and with due regard to one’s own financial 
condition and the degree of risk that can be assumed. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 





Railroads 





Total Amount 
funded of this 
debt _issue 


Company 
(mil’ns) (mil’ns) 


Fixed Charges 
times earned t 


sins 


Price 


Yield to COMMENT 





1931 1932 


Callt 


Recent Maturity 





Chicago, Rock Island & Pacific Ry. 


General 4s, 1988 99 


Sec. “‘A” 4l¢s, 1952 
ist & Ref. 4s, 1934 
Convertible 414s, 1960.... 


40 
208 
32 


1.0 8 


lane 


NC 46 


102% * 19 
NC 19 
105 ’36* 9 


Reorganization in process. Int. in default, 
but this issue should ultimately emerge 
undisturbed. 

Secured by $45,000,000 ist & Ref. 4s. 

Some scaling down likely. 

Junior to issue above. 





Missouri-Kansas-Texas R. R. 
Prior Lien “A” 5s, 1962 
Adjustment “‘A’”’ 6s, 1967 
M., K. & T. ist 4s, 1990 


62 
14 
39 


ee 
oa 


70 
35 
77 


105 
100 
NC 


Reasonably good bond. 
unior to issue above. 


nderlies issues above. Better grade bond. 





New York Central R. R. Co. 
Consolidation 4s, 1998 
Ref. & Imp. “A” 4s, 2013 


Conv. deb. 6s, 5.1.35 


. Y. C. & H. R. Mtge. 34s, 1997........ 
q 4 . R. 80-yr. 4s, 6.1.84........ 
. R. 30-yr. 4s, 1942 
. R. Lake Shore Coll. 34s, 1998 
. R. Mich. Cent. Coll. 314s, 1998 
Lake Shore & M. S. 1st 314s, 1997 
Chic., Ind. & Sou. Mtge. 4s, 1956......... 
Cleveland Short Line ist 4s, 1961 
Jamestown, Frank. & Clear. ist 4s, 59... . 
C., C., C. & St. Louis Ry. 

Gen. 

Ref. 


Michigan Central 

ist 34s, 1952 

Ref. & Imp. “‘C” 414s, 1979 
Canada Southern Cons. ‘‘A” 5s, 1962 
Detroit R. T. (D. T. & T.) ist 44s, '61.... 
N. Y. & Harlem Ref. (now ist) 34s, 2000. 
West Shore ist 4s, 2361 
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A better grade investment. . 

Junior to issue above. No more than fair 
security. 

Junior to two Almost 
speculative. 

High grade underlying bond. 

Rank with the consolidation 4s, 1998. 


1998. 


issues above. 


Prior in lien to cons. 4s, 
Strong bonds. 

High grade investment. 

Reasonably good bond. 

Good caliber. 

Good grade bond. 


Good grade holding. 
Junior to issue above. 


High grade. 

Junior to issue above. 
Good, sound bond. 

Better grade. 

Of the highest grade. 
Strong, well-situated bond. 





N. Y., N. H. & Hartford R. R. 
ist & Ref. 44s, 1967 
Non-conv. Deb. 4s, 1955 
Secured 6s, 1940 
Conv. Deb. 6s, 1948 
Deb. 4s, 1957 
Harlem Riv. & Port Chester ist 4s, ’64.... 
Central New England ist 4s, 1961 
New England R. R. Cons. 4s, 1945........ 


Guaranteed Issues 
N. Y., West. & Boston ist 44s, 1946 
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Large debt equally secured. Medium grade. 
Equally secured with ist & Ref. bonds. 
Secured pledge $23,000,000 ist & Ref. 6s. 
Equally secured with ist & Ref. bonds. 
Unsecured by mtge. Semi-speculative. 
Better grade investment bond. 

Reasonably good issue. 

Of fairly good caliber. 
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Would be speculative on its own merits. 





St. Paul Un. Depot ist & Ref. “‘A” 5s, 1972.. 


Guarantors include No. Pacific, Gt. North’n, 
St. Paul and the Burlington. 


s 
—) 








Utilities 





Alabama Power Co. 
ist Mtge. 5s, 1946 


ist Lien & Ref. 5s, 195 
SS SSS ae 


oe 


105 


Good grade, but Government operation of 
Muscle Shoals unknown factor. 

Ranks slightly below 1st 5s. 

Ranks slightly below ist lien & ref. bonds. 





Brooklyn Union Gas Co. 
ist Cons. fis, 194+ .... 
ist & Ref. “B” 5s, 19 


. 5s, 1 


Of the highest grade. 
unior to issue above, but still high grade. 
trong bond, tho not secured by mtge. 





Cons. Gas of New York 
Debenture 4}4s, 1951 


Westchester Lighting ist 5s, 1950 398 
N. Y. & Westchester Ltg. Gen. 4s, 2004... 398 
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Better grade even should lower rates be made 
effective. 

High grade. 

Junior to issue above, but still strong. 
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ll} Street’s Bond Appraisals 


Public Utilities (Continued) 


Total Amount Fixed Charges 


funded ofthis times earned Price 
as ‘ —. Yield to COMMENT 


debt issue — — = ~ 
(mil’ns) (mil’ns) 19381 1932 Callt Recent Maturity 











Company 





Detroit Edison Gen. & Ref. (now ist) “D” 

4\%s, 1961 13 134 
Duke-Price Power 1st “‘A” 6s,1966......... 40 36 
Indianapolis Pwr. & Lt. ist “A” 5s, 1957. 38 38 
Kansas City Power & Light 1st 434s, 1961... 41 41 
New York Edison : 

ist Lien & Ref. “B” 5s, 1944 123 85 
N. Y. Gas & El. Lt., Heat & Pwr. 1st 5s,1948 123 15 
do P. M. 4s, 1949 123 21 
N. Y. Power & Light 1st 414s, 1967 67 
North American Deb. 5s, 1961 25 


Position improved this year. Better grade. 
Position somewhat obscure. 


Reasonably good grade. 
High grade investment. 


wo 
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105’41* 89 
1054 * 70 
104* 82 
110 101 








High grade investment bond. 
Assumed by New York Edison. 
\ Gilt edged. 
Good grade bond. : : 
Among the better holding company obliga- 
tions. 


105* 106 
NC 109 
NC 100 
105* 84 
1044° 67 
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Ohio Edison Co. 
1st & Cons. 5s, 1960 68 27 
Northern Ohio Pwr. & Lt. Gen. & Ref. 514s, 
1951 68 18 
Penn- 19 


105° 6.8 Medium grade bond. 


105* : Ohio Edison assumes. Medium grade. 
104* ; Also assumed Ohio Edison. About same 
grade as issues above. 





Public Service Co. of Northern Illinois i 
1st & Ref. 5s, 1956 : 84 oe : 110 3 Greater part pledged under ist Lien & Ref. 
bonds. Reasonably sound. 
ist Lien & Ref. “F” 414s, 1981 100 be 3 102% * 6.9 Jr. to issue above and prior liens thereto. 
aed tee Gas Co. 
st & Ref. (now ist) “B” 514s, 1952 12 : : 102 1 Better grade. 
ist Mtge. & Ref. 414s, 1961 ? 31 : : seers 82 : Ranks Slightly below issue above. 


Southwestern Bell Tel. ist & Ref. 5s, 1954... 49 : ; 105 °34* ; High grade. 














Industrials 








American Radiator Deb. 4148, 1947 2 def 101%4* : Company’s business is still disappointing, 
but bond is a strong one. 
Am. Smelting & Refining 1st “A” 5s, 1947... eB def 100 : Outlook improved. Good grade. 


Com’i Investment Tr. Conv. Deb. 514s, 49... - 4.2 110* : Good, sound bond. 
Lehigh Coal & Navig. Cons. “A” 414s, 1954. . ee 1.6 105 aS .. Good grade bond. 


Philadelphia & Read. Coal & Iron i 
Ref. 5s, 1973 105 r Almost speculative. 
110 ’34* .. Junior to issue above. 
Penn-Dixie Cement 1st “A” 6s, 1941........ 103* Still somewhat speculative, but prospects 


better. . 
Remington-Rand Deb. “A” 5}4s, 1947 104* cYears to 3.31. Still speculative, though 
co strong financially. 


Good grade now that oil outlook has im- 














Shell Union Oil Deb. 6s, 1949 ' -2 108° 


Shell Pipe Line Deb. 5s, 1952 : 102/4° 


Sinclair Consol. Oil (Now Consol. Oil 
ist lien Coll. “A” 1.3.18 Shoo 8 102° ih, Ramee ght ately ete.” Sent 
issue. 


oved. 
shell Union guarantees. Better grade. 








Swift & Co. ‘ 
1st 5s, 1944 54 6b 10244 .6 bYears to 10.31. Higk grade. 
5% Notes, 1940 64 i 102 A Junior to issue above. 

United States Steel Corp. 

Illinois Steel Deb. 4%s, 1940 99 105 . ‘ 
C. L. S. & East. ist 414s, 1969 99 110 oa .. Ja U.S. Steel’s earnings, guarantor. All are 
Frick (H. C.) Coke Pitts-Mon. P. M. 5s, high grade bonds. 

1933-44 99 nc 





Not Guaranteed. “om 
Elgin, Joilet & East. Rly. 1st 5s, 1941 NC 96 B While late conditions have lowered caliber 
hie Ee somewhat, is still strong bond. 


Tenn. C. & I. R. R. Gen. 5s, 1951 om _ wa NC 104 Strong, well-secured bond. 








Short-Term Issues 





NC 103 4.1 Good grade investment. 

105 cs .. High grade bond. 

NC 100 6.0 High grade investment. 

10344 102 “Medium to high’ grade issue. ; 

102 103 Wide margin earned last year over interest 
requirements. High grade. 


4 
Al 
110 104 .7 ~ Gilt-ed; 
5 fet 
0 issu 


Atlantic Refining Deb. 5s o = 14 
Buffale Gen. El. ist Ref. 5s " 7 
Chicago Gas, Light & Coke 1st 5s... .1.37 10 
R 28 

19 








110 105 Of the highest grade. 


New York yee ist & Gen. 4s.......11.1. 61 
105 101 is Strong le 


Pacific Tel. & Tel. ist & Col. 5s ° 26 
Virginia Rail. & Pr. ist & Ref. (now 1st) 5s.. 7.1. 11 


} comm bo &./ BO Co 
haa) Bolan 








t Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded debt and other debt, 
rents for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 
minority interest, etc. { An entry such as 105 ’36 means that the bond is not callable until 19386 at the price named. * Indicates that the issue is callable as 
a whole or in part at gradually decreasing prices. 
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STANDARD OIL OF NEW JERSEY 





Profit Prospects Improve for the 
Giant of Oils 


Leader in Petroleum Among First to Benefit 
from Better Conditions in the Industry 


By LaurENcE STERN 


ROSS operating income $1,080,025,772.81 
Net profit 282,865.06 
Earnings per share 01 
Which is to say, translating this contrast between one 
billion dollars and one cent, that Standard Oil of New 
Jersey, giant of the petroleum industry and one of the 
largest industrial enterprises in the world, found the going 
pretty rough last year. So the figures appear to indicate. 
But while figures do not lie, they can sometimes be mis- 
leading; and so they are in this instance. The trifling 1932 
profit above reported is not indicative either of last year’s 
realities or of the current year’s improved prospect. Rather, 
it is indicative of the conservative accounting which over 
the years has had so much to do with making this stock 
in an inherently speculative industry one of the strongest 
and soundest of investment equities. 


Huge Reserves 


Let us look deeper. In 1932, a disastrous year for petro- 
leum, Jersey’s earnings from operations, before interest 
and reserves but after taxes, were $138,187,069, approxi- 
mately 5% above the figure of 1931. Depreciation and 
other reserves totalled 


per share in reserves for depreciation, depletion, amortiza- 
tion and retirements; and its 1930 profit of $1.65 per 
share was after allowance out of earnings of $1.23 per 
share for inventory adjustment and $3.30 per share for 
reserves. 

Thus, in analysis of this gigantic enterprise, one begins 
to get a hint of the reasons why its securities command 
premier standing. Still more striking indication of ultra: 
conservative accounting, one notes that the aggregate re: 
serve for depreciation set forth on the balance sheet repre: 
sents 53% of the depreciable assets, which is to say that 
Jersey’s vast and far-flung capital assets are now carried 
at only 47% of the original cost. 

Leaving out patents and other: intangibles—although 
some of them, including the hydrogenation process acquired 
in 1927 from I. G. Farbenindustrie of Germany, are of 
great value—one finds that fixed assets of $1,109,937,983 
at less than half original cost, permanent investments of 
$137,081,778 and working capital of $447,151,247 foot 
up to a total of $1,694,171,008. 

Against these assets, the liability side of the balance 
sheet is equally conservative. There is only $207,245,00! 
in funded debt of the company and subsidiaries and $643, 
524,125 in capital 
stock, represented by 





$111,334,472 or sub- 
stantially more than 
10% of gross operat- 
ing income; and 
some 10%, likewise, 
of the $1,109,937,- 
983-figure to which 
the vast fixed assets 
of this corporation 
have been written 
down. 

Put in simpler 
terms, the reserves set 
up out of 1932 earn- 
ings were equal to 
$4.32 per share. Sim- 
ilarly, Jersey reported 
34 cents per share 
earned in 1931 but 
wrote off 95 cents a 
share in inventory 
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EARNINGS AND DIVIDENDS 


12) 
1923 1924 1925 1926 1927 1928 1929 1930 193! 1932 1933 


25,740,965 outstand: 
ing shares of $25 par 
value. The other 
chief items are $284, 
959,858 covering cap’ 
ital and surplus of 
minority interests and 
total corporate sur’ 
plus of $520,556,406. 

In short, Jersey 
could boast, if it were 
in the habit of boast’ 
ing, of a relatively 
light capitalization of 
very heavy assets, 4 
fact which puts it in 
the enviable position 
of being able both to 
ride out almost any 
imaginable storm and 
to profit handsomely 


= [ARNINGS 


= DIVIDENDS 
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from any turn for the better in the economic tide. Such 
a turn for the better now appears to be under way in 
double form. First, underlying natural recovery is visible 
throughout much of the world, increasing consuming 
demand for petroleum products and the ability to pay for 
them. Second, it is possible to hope that Federal control 
of crude oil production and of refining output, plus Fed- 
eral price-fixing on all petroleum products, will go far 
toward ending the past era of chaotic competition, 
waste and capital losses within the domestic industry. 

As to the factor of natural 
economic revival, necessarily of 
unknown potentialities, one may 
rest assured that Standard of 
New Jersey will benefit in pro- 
portionate measure, as it always 
has in the past. It is this year’s 
second economic change — the 
entrance of governmental regu- 
lation of the industry from oil 
well to service station—that 
especially invites conjecture at 
this time regarding the future of 
the industry’s largest unit. 

It is well known that the 
Jersey management opposed Fed- 
eral price-fixing, holding it un- 
sound in principle. It believes 
that effective control of produc- 
tion is the important thing. Given 
this, it asserts, there would be no 
need for price-fixing. Further, it 
is known to harbor doubts 
whether production can in fact 
be controlled under existing con- 
ditions surrounding the business. 
The inherent difficulties of con- 
trol, it believes, tend to be ag- 
gravated by an artificially raised 
price level for crude oil. 

It would be only human, of 
course, for this company’s atti- 
tude to be colored by its own 
business interests. Yet the point 
that it makes regarding produc- 
tion control merits attention, not 
only by its own stockholders but 
by all investors interested in the 
petroleum prospect, since it 
bears directly upon future stab- 
ilization and earning power. 

In brief, the trouble is this: 
When a pool is found the driller 
of the first well hastens to drill 
a second and a third and a 
fourth and a fifth to prevent his 
neighbors from draining off his oil. The first well, costing, 
let us say, $40,000, would be adequate to draw off all 
needed oil; but the five wells cost $200,000. To recover 
this mounting investment, much less make a profit on it, 
oil must be drained off and sold, whether the buying mar- 
ket be propitious or not. 

The Jersey management’s opinion can best be grasped 
from the words of its own monthly publication, The Lamp: 

“If the oil in the pool were declared the common pro- 
perty of the surface owners—each landholder according to 
law being entitled only to what oil lies beneath his property 
—the ‘why’ of overproduction would be eliminated. The 

why’ of overproduction is too many wells, and the reason 
there are too many wells is because a fundamental law of 


for NOVEMBER 11, 1933 


Courtesy, The Lamp 





Where 17,000,000 Feet of Gas Are Treated 
Daily for Gasoline Recovery 


capture relating to running water and wild game was 
erroneously applied to petroleum years ago in an obscure 
Pennsylvania court house. 

“Until that law of capture is definitely replaced on the 
statute books by the principle of common ownership, re- 
striction of crude output in the United States is going to 
be a job for voluntary co-operation and rigid policing. In 
the long run you cannot secure economic balance by force 
any more than you can attain temperance by force. The 
oil industry will enjoy the security of permanent stabiliza- 
tion when the last possible benefit 
in overproduction, even to the 
greedy, is removed. That will 
come when common sense laws 
of ownership obviate the need 
for over-drilling, encourage unit 
operation and relieve the pres- 
sure of excess potential supply in 
the ground.” 

Since one may assume that the 
Jersey management’s future plans 
will be influenced as far as pos- 
sible by its own opinions of the 
realities confronting the indus- 
try, the above opinion must be 
kept in. mind in any conjecture 
as to the position this company 
will occupy under the present 
system of Federal control and 
price-fixing and as to its future 
corporate policies under that sys- 
tem. What, if any, will be the 
benefits accruing to it? 

First, the notion no doubt en- 
tertained by some stockholders 
that the company will profit 
largely from increased prices for 
crude oil is erroneous. Of the 
domestic supply of crude oil 
which Jersey refines, it and its 
subsidiary and affliated compa- 
nies produce approximately 50%. 
The other 50% has to be pur- 
chased. Indeed, rather than pro- 
duce heavily in a period of un- 
satisfactory prices, the company 
in 1932 on the whole bought 
nearly two barrels of oil from 
others in the industry for every 
barrel it produced for itself. 

Obviously, then, higher crude 
oil prices alone would not bene- 
fit Jersey. Enlarged profits for 
producing subsidiaries would be 
no more than a_ bookkeeping 
item, transferring money from 
one corporate pocket to another; and, moreover, would be 
offset by the higher costs of purchasing in the open market 
the remaining 50% supply of needed crude. 

Nevertheless, Federal fixation of minimum crude prices 
—namely the base of $1.11 for 36 gravity Mid-Continent 
oil and proportionate prices for other qualities and other 
areas—does suggest certain logically probable changes in 
Jersey policy. The increased cost of purchasing crude oil 
carries with it the obvious incentive for the company to 
enlarge production from its own properties. The existing 
properties are capable of supplying a larger percentage of 
the company’s total needs than was availed of last year 
when oil could be cheaply bought. Assuming, in spite 


of Jersey’s own doubts, that Federal regulation will be - 
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successful in controlling production to the requisite degree, 
the company would benefit in its own producing activities 
from the economies and elimination of waste made possible 
by such regulation. Assuming also that Federal regulation 
is both successful and permanent, one can easily vision 
Jersey in coming years acquiring additional producing 
properties. 

Of much greater significance to future earning power is 
the effect of Federal price-fixing upon the profits derived 
from the refining and marketing of petroleum products. 
In this respect, Jersey, like 


it appears certain that Jersey's earnings are due for a very 
substantial improvement. Several factors other than Fed- 
eral price-fixing also point in this direction. For one thing, 
the industry is virtually unique in the stability of consum- 
ing demand. Gasoline consumption in this country declined 
last year for the first time in the industry's history, but the 
drop was only 7.7%. General economic improvement 
should either maintain the present demand or gradually 
expand it, especially since the socializing influences at work 
point rather clearly toward shortening hours of work and 
increasing leisure. Next 
and even more important 








all large, integrated units, 
should benefit materially. 

In 1929, when this com- 
pany reported earnings, 
after its usual heavy re- 
serves, of $4.75 per share, 
the average price of 
wholesale gasoline was 
7.21 cents a gallon and 
the average price of crude 


Jersey. 


Lands, leases and easements. . . 


“The reserve for depreciation represents 53 
per cent of the depreciable assets, which are 
now carried at 47 per cent of the original cost.” 
—Annual Report, Standard Oil Co. of New 


in relation to probable 
earning power, Jersey's 
operating efficiency has 
been greatly improved. Its 
unit manufacturing costs, 
while not known in detail, 
are considerably under the 
1929 level. Moreover, un- 


oil $1.27 per barrel; in 
1930 the ratio was 5.72 
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cents per gallon for gaso- Incomplete construction........ 
line and $1.20 for crude Marine equipment............ 
oil, with Jersey earning iiiiiihee,....<.. 


$1.65 per share; in 193] 
gasoline averaged 3.44 
cents and crude oil 65 
cents, and the company’s 
per share earnings fell to 


Gross properties, plant and 


Less reserves: 


34 cents; in 1932 gasoline For depreciation...........- 
averaged 3.89 cents and depletion.............++ 
crude oil 87 cents a barrel amortization............ 


and, as above stated, Jer- 
sey reported profits of 1 
cent per share. Net properties, plant and equip- 

While there are, of NE cra ca chacacsusaxeons 
course, wide variations in 


Total reserves...... 





Domestic Foreign like certain other indus- 
$158,678,400.63  $219,300,358.10 tries, compliance with the 
909,823,426.15 614,536,422. 61 N R A code as to hours 
15,811,835.17 9,357,428. 87 and wages of labor will 
101,602,805.99 65,282,509. 84 Pig no _. bur- 
8,309,674.68  82,784,469.84 Gen upon te petrolcus 
industry. Exclusive of 





$1,194,225,642 . 62 


marketing, less than 15% 
of Jersey's total expenses 
is accounted for by wages 
and salaries. 
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CORRTENE C8 = CUED AEE 188.36 Reported earnings, it 
34,078,552. 29 50,866,494. 14 need hardly be said, de- 
15,819,091. 95 20,364,353. 24 pend in no small measure 

upon the particular tech- 
$604,160,077.25 — $421,888,770.74 nique of accounting em- 
ployed. Obviously, with 
$550,065,565.37  $519,872,418.49 less conservative policies 
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oil and gasoline prices, 
depending upon grade, lo- 
cality and other factors, the above figures are cited as suf- 
ficiently representative for the purposes of this analysis. 
It will be observed that in 1929, the last year of satisfac- 
tory earnings in the oil industry, a barrel of crude oil sold 
for approximately 17.6 times the price of a gallon of gaso- 
line. In 1930 this ratio was 20.9; in 1931, approximately 
19; and in 1932, when the industry went through its worst 
period of depression, the ratio advanced to 22.3. Com- 
paring the basic $1.11 minimum price for 36 gravity Mid- 
Continent oil with the basic minimum price of 6/2 cents 
for Mid-Continent gasoline, we find the ratio is approxi- 
mately 17, or roughly equivalent to the price ratio pre- 
vailing in 1929. 

Because of the complexity of factors involved, it would 
be sheer guesswork to hold that earnings of Standard Oil 
of New Jersey under Federal price-fixing—assuming it to 
be successful—will shortly duplicate earnings of 1929 be- 
cause the ratio of refined to crude prices under the code 
will be approximately what an unregulated ratio happened 
to be in 1929. 

Yet it is obvious that the company’s profits are largely 
dependent upon a proper and stable spread between the 
cost of crude oil and the price of gasoline. It is also obvious 
that the spread provided under the regulations announced 
by Secretary of the Interior Ickes, in his capacity as 
administrator of the oil code, is far more favorable to 
refiners than that prevailing in the chaotic market of 1932. 

Accordingly, and again assuming that the designated 
- prices can be enforced through effective production control, 
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serves, it would be pos 
sible for Jersey to “show” 
earnings substantially above those heretofore announced. 
It is open to doubt, however, that the accounting policies 
followed by this company throughout its successful career 
will be importantly changed. In the past, instability has 
been an inherent characteristic of the industry. Possibly 
much of that instability will in future be removed by Gow 
ernment regulation, but, at least from Jersey’s point of 
view, this remains to be proved. Until it is proved, it 
appears a logical expectation that the company will adhere 
to its present conservatism in such matters as valuation of 
properties, depreciation and reserves. 

It is probable, however, that on the present set of facts 
an improved inventory position will find reflection in 
earnings. It does not necessarily follow that a company 
which charges off inventory losses out of current earnings 
will add inventory gains to current earnings, but the mere 
cessation of the inventory losses charged off by Jersey in 
recent years would mean larger reported profits. 

No discussion of probable profits can be divorced from 
the matter of taxation. The present level of taxation is a 
high one and tends to mount still higher. Moreover, any’ 
thing smacking of inordinate corporate profits would be 
somewhat out of style in this era of New Deal politics. 
Granting that conservatism in accounting is demanded by 
the inherently speculative nature of the oil industry, it also, 
perhaps not entirely by chance, leaves somewhat less for 
the tax collector. 

In relation to the cost of the product, sales taxes on 

(Please turn to page ???) 
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Lower Production Costs and 
Expanding Markets 


Sustained Profits Indicated in Rayon Industry 


HE rayon industry is the only 
important industry anywhere in 
the world that is producing and 

selling a larger output than ever be- 
fore. At the present time, most of 
the rayon plants in this country are 
running at full capacity and this year’s 
consumption of this synthetic textile is 
expected to exceed 200-million pounds 
or one-third more than ever before. 
The reasons why this single industry 
is prospering are many and varied and 
indicate that rayon has many more 
years of growth ahead of it. In the 
first place, young industries producing 
goods which catch the public fancy 
frequently prosper during depressions, 
particularly when the demand is kept 
elastic by sound merchandising policies. 
It is only two score years since “arti- 
ficial silk” was first produced commer- 
cially in Europe and not until just be- 
fore the war was the first plant built 
in this country. Within ten years 
after production of rayon was started 
here, our output exceeded that of any 


By Witiram WreEN Hay 


other nation and we now make more 
than a quarter of the entire world 
production. All of the pioneer develop- 
ment work was done in Europe and 
many inventors transplanted the new 
textile behind our high tariff walls, 
thus sparing our domestic industry 
the long and costly experimental period, 
enabling it to spring into large produc- 
tion within a few years. 

At one time or another every rayon 
plant in this country had some agree- 
ment with or was under the control of 
European inventors and a number of 
large producers, including the largest, 
are still controlled in Europe. Euro- 
peans supplied technical direction and 
experience, machinery and patents, as 
well as a great deal of the original 
capital, but American merchandising 
methods were responsible for cultivat- 
ing the user to such extent that the 
new industry grew larger and more 
rapidly here than elsewhere. 

Prior to 1924, the textile now known 
almost universally as rayon was called 


artificial silk, as it still is in some 
countries. The National Retail Dry 
Goods Association, in 1924, applied a 
synthetic name, “rayon” to designate 
the new textile and by doing so broke 
down the resistance consumers had to 
“artificial silk.” Rayon has a number 
of qualities not found in either cotton 
or silk goods of various kinds and pur- 
poses and consumers, exercising their 
choice between rayon and cotton goods 
which are cheaper or silk goods which 
are more expensive, take an increasing 
amount of rayon because it is “worth 
the money.” 

During the war, the price of rayon 
rose rapidly because its raw materials 
were needed for the war and European 
imports were naturally shut off when 
those plants were conscripted for war 
use. Early in 1920, when our demand 
far exceeded the supply, the price rose 
to $6 a pound but it soon tumbled 
down again and declined progressively 
until last spring it reached the low price 
of only 50 cents. Even now it is only 
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65 cents a pound. The added costs 
under N R A and the possible imposi- 
tion of an equalization tax under AAA 
are not expected to add much more 
than 10 cents per pound to present 
prices but this should have little or no 
effect upon consumption while both 
cotton and silk goods are reiatively 
much higher. 

Rayon is a product of the chemical 
laboratory and the operations of mak- 
ing it are largely mechanical. There 
are at present four types of filaments 
made commercially but all of them use 
the same basic raw material, cellulose, 
which is derived from either wood pulp 
or cotton linters. This industry is one 
of the largest users of alkalis and be- 
cause the raw materials used in the 
process may be varied as the economies 
of one or another fluctuate, the rayon 
industry sometimes affects some of the 
joint-processes of the chemical indus- 
try. Du Pont is the second largest 
producer of rayon and Cellophane 1s 
only another form of this synthetic 
material. As du Pont was already a 
large producer of cellulose and alkalis, 
this branch of its highly diversified 
business is very economical and it is 
known to be very profitable. 

The economical manufacture of 
rayon calls for large production units. 
It is estimated that the smallest plant 
it would pay to build would require 
several millions of capital, which pre- 
cludes the entrance of many more 
producers at this time. As a matter of 
fact, only one large new plant (Ten- 
nessee Eastman Corp.) has been built 
since 1929 while practically every im- 
portant producer has expanded since 
then or is doing so. 

The cost of producing rayon has 
been lowered a great deal since 1926, 
the year when the largest number of 
new plants were erected. At that 
time, it cost nearly $1 to make a pound 
of yarn which was then selling . for 
$1.50; now then 
almost all manu- 


and from spreading the cost of capital. 
Many of the established plants have 
been able to expand their output a great 
deal without the introduction of addi- 
tional capital. For instance, Industrial 
Rayon Corp., which is one of the most 
economical producers, increased its 
productive capacity one-third in the 
last three years without much increase 
in its fixed capital. Whereas nearly 
one dollar of capital is needed per 
pound of annual capacity to start a 
new rayon enterprise, additions to the 
capacity of existing plants are being 
made with an expenditure of only 30 
cents per pound of additional output. 


Further Growth Ahead 


At this time, it appears as if the 
same factors that stimulated the use 
of more and more rayon, year after 
year and even during depression, will 
operate to prolong the remarkable 
growth of this youthful industry. Fur- 
thermore, the economics of large scale 
production warrant the supposition 
that not many new producers may 
enter the industry to intensify compe- 
tition and that, consequently, estab- 
lished manufacturers will continue to 
supply an increasing poundage of 
rayon as consumption expands. This 
means that probably all of the present 
producers who are financially strong 
will survive to grow larger with the 
industry. 

There are only fifteen important 
producers of rayon in this country and 
only three of them are publicly owned 
—Industrial Rayon, Celanese and 
Tubize-Chatillon. Of these, Industrial 
Rayon alone is “100%” American- 
owned and operated for both the 
others are still controlled by the Euro- 
pean entrepreneur inventors, du Pont 
and Eastman Kodak Co., both own 
subsidiaries which are engaged in 
producing this synthetic material. 


Industrial Rayon is one of the most 
prosperous industrial corporations in 
the country at present and is earning 
more now than ever before. It is the 
successor to one of the pioneer makers 
of rayon and soon after re-organization 
under the present management, the 
company began to earn money. The 
original plant has been doubled in 
capacity and a new plant, completed in 
1930, has been correspondingly in- 
creased, both of them without any 
great expense. Nearly one-half of the 
present net capital of $15,000,000 was 
supplied by stock subscriptions in 1929. 
In 1927, under new management, this 
producer, with 2.6% of total capacity, 
produced 4.7% of that year’s output 
of the entire country; last year, oper- 
ating 6.7% of all productive capacity, 
Industrial Rayon produced 9% of the 
entire output. At the present time, 
Industrial Rayon Corp. ranks fifth in 
size and its capacity is 7.2% of all in 
this country. 

Industrial Rayon Corp. has only 
200,000 shares of no par common stock 
for capital. Annual profits are now 
at the rate of over $8.50 a share com- 
pared to peak yearly earnings of $8.73 
(year ended June 30, 1929) when 
one-third of total income was derived 
from call money interest on the funds 
raised for the new plant. Evidently 
its earning power from operations is 
greater now than it was when selling 
prices for its product were twice what 
they are now, the reason being that 
operations are now conducted on a 
scale three times larger than in 1929, 
using only 25% more capital. 

This situation has been only partially 
discounted in the price of Industrial 
Rayon shares, and while it will of 
course be subject to the vagaries of the 
market as a whole, substantially higher 
levels are ultimately justified and acqui- 
sition of it in any general market weak- 
ness is amply warranted. In our 

opinion it is pre’ 
ferable to either 





of the other two 





facturers are 
making a profit, 
with plants near 
capacity rates of 
operation, on the 
price of 65 cents 
a pound. Of 
course, raw ma- 
terials, which 
were 25% of di- 
rect cost, and 
labor are both 
lower than they 
were two years 
ago. The most im- 
portant cost re- 
ductions have 
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Company 
The Viscose Co. 


Celanese Co. of Am. 


Am. Enka Corp.(2) 


Total Capacity 
*Estimated. 





The du Pont Rayon Co.(1)......... 
American Glanzstoff Corp.(2) 
Industrial Rayon Corp 
Tubize-Chatillon Corp. 


Am. Bemberg Corp.(2) 
Tennessee Eastman Corp. (8) 


by Associated Rayon Corp. (N. Y. Curb). 


. Leading Rayon Producers 


Capacity % Industry’s 
millions of Ibs. Capacity Listed 


17.0 33.0 No. 
37.2 15.9 (1) 
22.0* 9.4 NYSE 
17.3 7.4 (2) 
16.7 7.2 NYSE 
16.3 7.0 
6.4 (2) 
3.4 (2) 
2.4 (3) 


82.1 


(1) Wholly-owned subsidiary of E. I. du Pont de Nemours Corp. 
(83) Wholly-owned subsidiary of Eastman Kodak Co. 


N.Y.Curb 28% 2 


popular rayon is 
sues. 

Despite t he 
publicity attend: 
ant on Celanese 
Corporation of 
America, third 
largest producer 
of rayon, not a 
great deal is 
known outside 
t h e company 
about its opera’ 
tions. This enter’ 
prise is controlled 
and directed by 
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Low-Priced Speculations of 


Merit 


Five Stocks in a Position to Show Substantial Recovery 
in Earning Power on Any General Business Revival 
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Packard Motor Car 


HE remarkable comeback staged 
by the automobile industry has 
been one of the outstanding 
phenomena of the year’s business re- 
covery. Whether necessity or luxury, 
the price of even the cheapest auto- 
mobile is apt to be prohibitory to the 
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great majority of users in a period of 
economic distress. The former habit 
of purchasing a new car every year 
or two was displaced by a general at- 
titude of “making the old bus do.” 
As a consequence the number of shiny 
new cars on the streets and highways 
grew less and less until they became 
conspicuous in contrast with their an- 
cient and scarred predecessors. With- 
in the industry itself, however, there 
was a noticeable tightening of belts 
and a determined refusal to accept de- 
feat. New models, new refinements 
and new gadgets made their appear- 
ance as before and particular empha- 
sis was given to price appeal. Conse- 
quently it did not take a motor-minded 
public long to take advantage of this 
opportunity once confidence began to 
teassert itself. Thus to-day we find 
automobile companies, which only a 
short year ago were deeply “in the 
ted,” piling up sizeable earnings. 

The Packard automobile is un- 
doubtedly familiar to every one. For 
years it has been recognized as a sym- 
bol of motor car luxury and distinc- 
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tion and despite keen competition in 
the high price field, the company has 
held a prestige which dates back to 
the early days of the automobile in- 
dustry. In price Packard automobiles 
range from $2150 to $4650 for 
standard models with custom built 
models ranging substantially higher. 
Obviously, therefore, their appeal is 
limited to a class field. With most 
manufacturers emphasizing the low 
price of their cars, the fact that Pack- 
ard’s sales did not register any notice- 
able improvement until last June is 
understandable. Since then, however, 
there has been a sustained pick-up and 
the dollar volume of sales in the month 
of September were the largest for any 
month for more than two years. 

The year 1930 was the last in which 
the company was able to operate at a 
profit. In the intervening lean years 
the management has been able to put 
into effect many operating economies 
resulting in a marked reduction in the 
volume of business necessary to break 
even. There has been little shifting 
about in the Packard dealer organiza- 
tion and the company is well prepared 
to conduct an aggressive sales cam- 
paign both in the United States and 
abroad. Finances have been carefully 
husbanded and a particularly strong 
current position has been built up. 
Current assets on September 30, 
amounting to $21,303,511, showed a 
ratio to current liabilities of 7.5 to 1. 
Cash and marketable securities were 
over $15,000,000, or more than $1 per 
share of capital stock. 

In the September quarter, Packard 
earned $622,785. Contrasted with a 
loss of $1,903,671 in the same period 
of last year, a loss of $1,131,823 in the 
first quarter and a profit of $21,953 
in the second quarter, this latest show- 
ing may be regarded as highly satis- 
factory. Since last August, when 
1934 models were introduced, the re- 
sponse has been such as to indicate that 
total shipments this year will be about 
10,000 units and final results will dis- 


close a modest profit. From the stand- 
point of inventory, the company was 
never more favorably situated. On 
September 1, units on hand numbered 
only 1,160 as against more than 4,000 
a year ago. 

There are 15,000,000 shares of capi- 
tal stock outstanding, the sole capital 
liability. This large stock capitaliza- 
tion naturally has the effect of spread- 
ing the equity over a pretty large sur- 
face, which in turn accounts in part 
for the current low level at which they 
are quoted, $3.50. Further improve- 
ment in the company’s earnings from 
this point on will depend upon the 
extent to which general business re- 
covery is sustained but the promise 
of better days ahead appears to be 
sufficiently reassuring to lend inter- 
esting speculative possibilities to the 
shares. 


Allis-Chalmers 


HERE is every indication that 
T the Administration keenly is 
aware of the necessity of re- 
viving those industries engaged in the 
production of capital goods—goods 
which do not go into direct consump- 
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tion, such as machinery, electrical 
equipment, building materials, etc.— 
in order to assure a full measure of 
success for the recovery program. The 
capital goods industries normally ac- 
count for 50% of the value of indus- 
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trial output in this country and em- 
ploy a much larger number of work- 
ers than those industries producing 
articles for every-day consumption. 
In a period of depression the capital 
goods industries suffer the greatest de- 
cline and usually advance most in re- 
covery. The Government, through its 
huge public works program and ef- 
forts to stimulate the purchase of rail- 
way equipment, will serve a two-fold 
purpose for any revival of the heavy 
industries also is bound to have a fa- 
vorable effect upon producers of con- 
sumer goods. 

Allis‘Chalmers activities place the 
company solidly in the capital goods 
category. Not only is the company 
rated the fourth largest manufacturer 
of electrical equipment, but it is an 
important manufacturer of farming 
machinery, tractors, road building 
machinery and heavy equipment for 
such industries as flour milling, lum- 
bering, mining, cement and coal dis- 
tillation. It goes without saying, there- 
fore, that extensive public works proj- 
ects, together with expansion and re- 
placement of industrial plants and 
equipment would stand the company 
in excellent stead. 

In the period from 1929 to and in- 
cluding 1932 orders received by Allis- 
Chalmers declined nearly 75% and 
this has been largely the experience of 
other companies in the same field. 
Moreover, it would require double the 
current volume of orders to bring them 
to the 1931 level, which was probably 
below normal. This is painting the 
picture in its worst aspects. But when 
credit has been given to the company’s 
importance, attested by its past record, 
it is a fair assumption that an appre- 
ciable gain will occur in the volume of 
orders as the Government's plans reach 
the actual working stage. 

Apparently undismayed by the trend 
of the past several years, the manage- 
ment has not been content to follow a 
negative policy but has taken advant- 
age of the opportunity to round out 
the company’s activities by the acqui- 
sition of new properties at favorable 
prices. Conditions, however, have 
been such as to prevent newly-acquired 
properties from demonstrating their 
value from the standpoint of earning 
power. At the same time the company 
has preserved a sound financial posi- 
tion. As of September 30, last, net 
current assets were nearly $25,000,000, 
including cash and marketable securi- 
ties of $5,600,00C. Funded debt totals 
$13,912,000. The property and equip- 
ment account is given a depreciated 
value of $27,400,000. 

Conforming with the experience of 
the majority of industrial organiza- 
tions, the peak of the company’s earn- 
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ings was achieved in 1929. In that 
year the common stock earned the 
equivalent of $3.78 a share. Opera- 
tions were conducted at a profit in 
1930 and 1931, producing earnings 
for the common stock equal to $2.86 
and $0.96 a share respectively. Dur- 
ing this period the margin of profit 
declined from approximately 10% to 
slightly over 2%. Dividends on the 
common shares were omitted in May, 
1932. Last year the company showed 
a deficit of $3,158,498 before interest 
charges and while current operations 
continue unprofitable, the loss, after 
all charges, depreciation, etc., in the 
first nine months was somewhat less 
than for the corresponding months of 
last year. 

The common stock of Allis‘Chalmers, 
outstanding at 1,291,677 shares, derives 
its chief attraction as a speculative 
vehicle at this time from a logical ap- 
praisal of the company’s prospects with 
the materialization of large expendi- 
tures for public works, augmented 
later by a general industrial revival. 
In the past the company has trans- 
acted a large volume of business with 
Russia with very satisfactory results 
and, with the possibility that diplo- 
matic relations between Russia and the 
United States may be renewed, the 
company’s experience and prestige 
should be a valuable asset. Purchase 
of the shares at prevailing levels 
around 16 would seem to offer better- 
than-average profit possibilities. 


United States Leather 


6 A” 


HOSE companies whose activi- 
ties, in the main, are directed 
toward the conversion of raw 
materials into finished products are 
constantly confronted with the prob- 
lem of maintaining a profitable spread 
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between manufacturing costs and the 
prices which products will bring in the 
market. While this is a problem with 
which every business must contend, it 
is intensified in the case of those in- 
dustries which must purchase large 


quantities of raw materials months in 
advance of the time when the finished 
product is available to the consumer. 
Such industries include oil, rubber, 
copper fabricating and leather. The 
necessity on the part of these indus 
tries of carrying large inventories dur- 
ing a period of falling commodity 
prices has had a distressing effect upon 
the earnings of representative compa- 
nies during the past several years, 
largely accounted for by heavy inven- 
tory losses. With the prospect, how- 
ever, of rising, or relatively stable, 
commodity prices the outlook for this 
group of industries is more sanguine. 

The United States Leather Co. is 
rated as the largest domestic tanner of 
sole and heavy leather, accounting for 
about 25% of total requirements. 
Principal customers are manufacturers 
of leather boots and shoes. The record 
of the company has been typical of 
that group of industries mentioned 
above. In 1927 and 1928, reflecting 
favorable price and demand factors, 
earnings were satisfactory and the 
class “A” shares earned $8.74 and 
$7.99 respectively. In each of the four 
subsequent years, however, deficits 
ranging from $3,709,000 to $1,110, 
000 were shown after fixed charges, 
It is significant that earnings in this 
entire period conformed closely to the 
fluctuations in hide and leather prices. 
While there was a decline in sales at 
the depth of the depression last year, 
unprofitable operations were for the 
most part the result of large inventory 
write-offs. 

The current year will witness a 
marked reversal in the showing of the 
past four years. Hide prices, which 
were about 4.5 cents last February, 
have risen above 14 cents. At the 
close of 1932, United States Leather’s 
inventory of $10,247,000 was based 
on hide prices of 5 cents. That this 
inventory was substantially liquidated 
at rising prices is indicated by the re 
port that the company was replenish: 
ing stocks last August at prices around 
12 and 13 cents. Prices have since 
declined moderately to around 11 
cents. While doubtless sales have been 
stimulated by forward buying in an 
ticipation of higher prices, the fact 
remains that the threat of inventory 
losses has been alleviated. 

United States Leather has no funded 
debt, capitalization being made up of 
78,067 shares of 7% cumulative prior 
preference stock, 247,168 shares of 
no-par class “A” stock and 397,010 
shares of common stock. Dividends on 
the prior preference stock ceased with 
the payment of $1.75 last January but 
the improvement in the companys 
affairs in more recent months has per’ 
mitted a payment of $2 against arrears 
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reducing accumulations to $3.50 a 
share. The class “A” shares have pref- 
erence over the common to the extent 
of non-cumulative dividends of $4 an- 
nually and participate equally with 
the common up to an additional $2 
annually. In the September quarter, 
after allowance for regular dividends 
on the prior preference stock, the class 
“A” shares earned the equivalent of 
$1.50 a share and for the nine months 
ended September 30, the “A” shares 
earned $2.04, comparing with a loss 
of $551,378 in the same period of 
1932. 

Although sustained improvement will 
depend upon later demand, and the 
extent to which the company is affected 
by codes, the weight of argument bears 
suficiently on the favorable side to 
place the class “A” shares in an at- 
tractive speculative position at prevail- 
ing prices around 15. 


Continental Oil 


N his capacity as administrator of 
the oil code, Secretary of the In- 
terior Ickes has announced a mini- 
mum price of $1.11 per barrel of 36 
gravity Mid-Continent crude oil. This 
same grade of oil sold as low as 10 
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cents a barrel this year. With this an- 
nounced price as a base, an intricate 
schedule of minimum prices for petro- 
leum and gasoline, with price differen- 
tials for different parts of the country, 
takes effect December 1. This is a de- 
velopment calculated to have a salutary 
effect upon the oil industry. Rounded 
out by effectual proration of produc- 
tion to be enforced by the Federal Gov- 
etnment, it should bring order out of 
the confused and uneconomic conditions 
which have existed in the oil industry. 
That it also spells more profitable op- 
erations on the part of individual oil 
companies is indicated by the fact that 
with minimum prices in effect there 
will be no heavy inventory charge-offs 
this year as in years past. 

A choice of Continental Oil shares, 
quoted around 16, as a means of specu- 
ating in the more hopeful outlook for 
the oil industry has much to recommend 
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it. The position of the company in the 
industry has undergone considerable 
strengthening during the past several 
years, with the result that it now ranks 
as one of the more important of the 
medium-sized units. Crude oil reserves 
are ample and are located in nearly all 
of the Mid-Continent and western pro- 
ducing states and Mexico. A large in- 
terest is held in the Kettleman Hills 
field, California. Conoco products are 
marketed in thirty states, but the larg- 
est proportion of retail outlets is con- 
centrated in the Southwest, Middle 
West and Rocky Mountain states. An 
interest of nearly one-third is held in 
the Great Lakes Pipe Line Co., thereby 
providing the company with econom- 
ical transportation of gasoline to the 
Great Lakes area. 

The record of Continental reveals 
the wide variations in earning power 
inherent to the oil industry. In 1929, 
net income was more than $9,000,000; 
in the following year profits declined to 
about $256,000; and in 1931 and 1932, 
profits were displaced by losses of $12,- 
045,575 and $1,444,133 respectively. 
The industry entered the current year 
under the burden of unfavorable con- 
ditions carried over from 1932, with 
the result that Continental Oil sus- 
tained large losses in both the first and 
second quarters. The total loss for the 
first six months was nearly $5,000,000. 
With the advent of the third quarter, 
however, the company’s affairs under- 
went a decided change for the better. 
A profit of $2,893,990 for the Septem- 
ber quarter was practically eight times 
greater than the profit for the same 
months of 1932. Thus, the loss for the 
nine months to September 30 was re- 
duced to $2,061,979. In the first nine 
months of 1932 there was a profit equal 
to about 2 cents a share on the out- 
standing stock. 

The latest balance sheet disclosed a 
strong financial position and the posi- 
tion of the 4,658,305 shares of capital 
stock has been strengthened by the re- 
tirement of more than $8,000,000 of 
funded debt during the past two years. 
The latter item now stands at $9,035,- 
919. Coming into existence during 
the merger era of several years back, 
subsequent conditions have prevented a 
fair appraisal of the company’s normal 
earning power. In this interim, on the 
other hand, the management has re- 
duced costs and co-ordinated the vari- 
ous branches through the elimination 
of unprofitable units. Thus, the com- 
pany is in a position to obtain its 
proper share of benefits deriving from 
more stabilized conditions in the in- 
dustry. Incidentally, selected shares 
in the oil group, due to the feature of 
large inventories, are desirable hedges 
against inflation. 





American Rolling 
Mill 
MERICAN ROLLING MILL 
has practically completed the 
successful refinancing of what 
less than a year ago appeared to be a 


formidable note maturity. Naturally, 
a considerable factor of uncertainty in- 
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volving the position of the company’s 
shares has thus been removed. Hoild- 
ers of the $13,992,000 412% notes 
which matured on November 1 were 
offered the choice of receiving payment 
in full or exchanging for a new issue of 
convertible notes bearing a 5% coupon 
and maturing on November 1, 1938. 
At any time during the life of these 
new notes holders may convert into 
common stock—40 shares for each 
$1,000 note. 

At the height of the company’s pros- 
perity several years back, a program of 
plant expansion and modernization was 
inaugurated, having for its purpose the 
accommodation of the continuous roll- 
ing process completed after extensive 
research and experiment over a period 
of more than a decade. Unfortunate- 
ly, the depression set in shortly after 
and the value of this process and the 
enlarged plant facilities, with relation 
to earning power, could not adequately 
be demonstrated. Practically all of the 
important steel manufacturing compa- 
nies were licensed to use American 
Rolling Mill’s process and the com- 
pany doubtless would have derived 
considerable revenue from this source 
had it not been for the severe slump 
which hit the entire steel industry. As 
it is, however, the high hopes enter- 
tained by the company have merely 
been deferred, awaiting further prog- 
ress along the road toward general busi- 
ness recovery. 

Considering the severity with which 
depression swept over the steel indus- 
try, American Rolling Mill has not 
fared as badly as many of its brethren. 
A comfortable financial position has 
been maintained and close control of 
operating costs has been a prime con- 
tributing factor in offsetting a lower 
(Please turn to page 98) 
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Good News of Sears 


If a director's estimate of the sales 
made by Sears, Roebuck for the four 
weeks ended November 5, proves to 
be correct, the company will show the 
sharpest gain in business over the cor- 
responding period of the previous year 
since 1929. The estimate is that sales 
for the four weeks to November 5 
will be 20%, above those of last year 
and 6% above those of the previous 
four-weeks period. For the four weeks 
ended October 8, last, Sears’ sales were 
8% above the 1932 period. This is 
particularly gratifying news in view of 
the none-too-bright reports of depart- 
ment store sales from certain cities. A 
real gain in retail trade generally from 
this point would probably do more to 
lift the depression than any other 
single factor. 


* * 


Profit-Sharing Bonds 


During this time when the principal 
question on everyone's lips concerns 
the likelihood of our having infla- 
tion, it seems that the convertible 
bond, or the bond with warrants, 
might well prove a popular investment 
medium, for the reason that this type 
of issue affords a measure of protection 
against such a contingency. Among 
issues which might be examined for 
their suitability to individual invest- 
ment requirements are: American I. 
G. Chemical convertible 5Y2s, 1949, 
American Rolling Mill convertible 5s, 
1938, American International conver- 
tible 5's, 1949, Bohn Aluminum & 
Brass convertible 6s, 1938, British- 
American Oil convertible 5s, 1945, 
California Packing convertible 5s, 
1940, California P2troleum convertible 
5s and 5s of 1939 and 1938 respec- 
tively, Chesapeake Corp. convertible 
5s, 1947, Colon Oil convertible 6s, 
1938, Commercial Investment Trust 
convertible 5'1/9s, 1949, Federated Met- 
als convertible 7s, 1939, General Steel 
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For Profit 
and Income 


Castings Ist 5!/2s, 1949, International 
Cement convertible 5s, 1948, Royal 
Dutch 4s, 1945, St. Joseph Lead con- 
vertible 5s, 1941, Shell Union Oil 
5s, 1949, Texas Corp. 5s, 1944, and 
Vanadium Corp. convertible 5s, 1941. 
There are, of course, tremendous dif- 
ferences in the investment quality of 
the bonds in this list which must be 
carefully determined since the profit- 
sharing privilege of many of them is 
remote. 


* * * 


Railroad Earnings 


It is now possible to estimate rail- 
road earnings for 1933 with a fair 
degree of accuracy. As a rough guide 
to the investment merit of the bonds, 
preferred and common stocks of this 
kind of enterprise, it may be said that, 
among roads in which there is an im- 
portant security interest, the following 
appear to have a reasonable chance of 
covering fixed charges for 1933 by a 
margin as wide, or wider, than 30%; 
Achison, Topeka & Santa Fe, Chesa- 
peake & Ohio, Chicago, Burlington & 
Quincy, Louisville & Nashville, Nor- 
folk & Western, Pennsylvania, Read- 
ing and the Union Pacific. Among the 
roads which should end the year with 
fixed charges just about covered are: 
Baltimore & Ohio, Canadian Pacific, 
Erie, Illinois Central, New York Cen- 
tral, Northern Pacific, Southern Rail- 
way and the Texas & Pacific. 


* * * 


Repeal Voids Taxes 


The day that the repeal of the 
Eighteenth Amendment is declared by 
the President draws very near. It 
means, however, much more than the 
mere fact that after the fatal day one 
will be able to obtain legally a drink 
of potent alcoholic strength. It means 
considerable tax relief, particularly to 
the hard-hit stockholder. For the pur- 














pose of financing the public works pro: 
gram in the National Recovery Act, 
Congress imposed four taxes, all of 
which are voided by Repeal. They are: 
(1) A \% cent a gallon on gaso- 
line (2) 5% on dividends paid to in- 
dividuals (3) 1/10% on the capital 
stock of corporations (4) 5% on cor- 
porate profits in excess of 12!4% of 
their self-fixed capital stock value. Re- 
peal prior to January 1, means that 
the gasoline tax and the dividend tax 
are dead for 1934, but that if through 
any mischance Repeal should not be 
effected until sometime in 1934, these 
taxes would still be alive next year. 
Assuming Repeal either this year, or 
the first half of next, the capital stock 
tax will not be voided, for corporations 
on a calendar year basis, until 1935. 
For the excess profits tax, the crucial 
date is January 4, 1934. If Repeal is 
prior to this, these excess profits will 
not appear in income tax returns on 
March 15, 1935; if afterwards, they 
will so appear. Even the dryest of dry 
stockholders might well say: “As we 
are to have Repeal in any event 
shortly, then let it be this year.” 


- * o- 


Commodity Dividends 


It is common practice these days for 
companies, when paying dividends, to 
enclose with the cheque a list of their 
products together with a little remind: 
er that the company makes its money 
selling these things and that the stock- 
holder might well do his bit by using 
them. But why not go one better and 
actually send samples? National Dis 
tillers is doing it—one case of whiskey 
for each five shares—to the tremendous 
gratification of fortunate stockholders. 
All the packaged food companies could 
take similar action. It would be de 
lightful to receive several large cases 
of groceries every three months. On 
the other hand, the stockholder in 
Baldwin Locomotive or New York 
Shipbuilding 
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Taking the Pulse of Business 


— Business Declines Further 


USINESS activity in the 
past fortnight has con- 
tinued the gradual re- 

cession evident since the first 
phase of recovery reached its 
peak in mid-July. As com- 
pared with July, the cumu- 
lative loss to date is of dis- 
appointing proportions—sufficient, in fact, to create some 
doubt in the minds of impatient observers as to the inher- 
ent strength and permanence of the recovery movement. 
At a time when confidence is so badly needed, however, we 
are inclined to place emphasis not upon our economic losses 
but upon the very real gains that have been maintained. 
Since March, 3,600,000 individuals have been put back to 
work, according to the reports of the American Federation 
of Labor. Moreover, industrial production for October 
was 25% above the March figure. 

While operations in the steel industry have dropped to 
26% of capacity and give no indication of important im- 
provement during the remaining weeks of the year, the 
current rate is well above the level of a year ago. Pig iron 
production in October declined nearly 12%, as compared 
with the September figure, but nevertheless was 105% 
above the level of October, 1932. Since much of the sum- 
mer spurt in steel rested upon forward buying, there is no 
occasion for surprise in the decline of recent weeks. As 
President Roosevelt has pointed out, in discussing economic 
conditions in a recent press conference, there is no evidence 
that the consuming outlets justified steel operations at 59% 
of capacity in July. On the other hand, it is now believed 
that consuming demand, while still acutely sub-normal, is 


— Steel at 26 Per Cent of Capacity 
— Metal Prices Rally lic 
— Petroleum Prospect Brighter 
— Shoe Industry Slower 


turning up. Reflecting pub- 
works, construction 
contracts are showing con- 
siderable improvement. Ac- 
cording to reports to the 
President, demand for mach- 
ine tools has also continued 
to improve. Use of govern- 
ment credit is expected to result in some increase in rail- 
road buying of rails. The lag in the automobile industry 
is believed to be no more than seasonal and should be fol- 
lowed ultimately by renewed takings of steel. 

There is, of course, scant reason to expect that the capital 
goods industries can recover to anything like normal activ- 
ity until the present period of monetary uncertainty is 
ended with a return to the gold standard. With the help 
of governmental stimulation, however, it is not impossible 
that the heavy industries can experience at least a moder- 
ate improvement when the second phase of recovery begins. 

We see no reason as yet to doubt that there will be a 
second phase of recovery. On the evidence now available 
the business recession of recent weeks can not be regarded 
as other than the natural secondary reaction inevitably 
forecast when production jumped with unprecedented and 
wholly abnormal speed between March and July. The rate 
of recovery in that period was more than three times as 
fast as any ever previously experienced during a similar 
period. Indeed, within a space of five months, industrial 
activity, as measured by the Federal Reserve index, experi- 
enced a movement equal to, if not exceeding, the complete 
scope of advance in most complete pre-war business cycles. 
This was due in part to the severity and protracted dura- 
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tion of the depression, with consequent abnormal decline 
in stocks of goods, but in greater measure to an abnormal 
volume of forward buying touched off by inflationary meas- 
ures. 

A breathing spell should be wholesome, permitting the 
gradual working off of stocks of goods accumulated in al- 
most all lines during the spring and summer. While mone- 
tary uncertainty clearly has become a business obstacle, 
rather than a business stimulant, much comfort can be de- 
rived from the fact, as reported in an exhaustive survey 
by the League of Nations early in October, that economic 
revival is in progress throughout the civilized world. This 
underlying surge should be capable of absorbing such mis- 
takes as America makes in her impatience to accelerate 
natural recovery. 


The Trend of Major Industries 


STEEL—With tin plate about the only sustaining factor, 
for motor car makers are stocked for several months 
ahead, and with miscellaneous demand thinly scattered, 
steel mill operations are officially reported to have dropped 
to around 26% of capacity. This is a low rate compared 
with the year’s maximum of 56%; but is still six points 
higher than the 20% rate a year ago. In view of the slack 
demand for capital goods just now, there is little expecta- 
tion of any substantial revival in activity before next year. 
Then, however, a fair volume of orders for steel from the 
Government's construction program, and upwards of a 
million tons of rails and fastenings for delivery early next 
year, may be ordered in consequence of the recent agree- 
ment between producers and President Roosevelt on a re- 
duction in rail price to $36,375 per gross ton. Deliveries 
on these orders should be spread over a period of at least 
four months; but will enable rail mills of the country, whose 
annual capacity is about 3,500,000 tons, to operate at a 
high rate while the business lasts. Since total capacity for 
all steel products is about 70,000,000 tons a year, the rail 
business should account for nearly 4% of the entire oper- 
ating rate during the first quarter of next year. 


METALS—Metal prices have rallied fairly well in re- 
sponse to revival of inflation talk; but demand is still spotty. 
Tin remains in strong 


duced by 208,500 to a daily average of 2,130,000 barrels, 
So long as the Government keeps a firm rein upon produc- 
tion, the outlook for this industry will be distinctly con- 
structive. Gasoline stocks, however, are still above those 
of a year ago, and require reduction before the gasoline 
price structure can be regarded as stable. Prospects for 
higher taxes on natural gas place a temporarily unfavorable 
aspect upon that branch of the industry, though ultimately 
these will be offset by higher prices. 


RAILROADS—September net railway operating in- 
come is estimated to have been about 1% less than in Au- 
gust; but 22% better than for last September. September 
gross, on the other hand, was only about 7% above last 
year. Based upon the first nine months’ operations, it is 
believed that 16 out of the 45 largest roads will report earn- 
ings for the calendar year in excess of fixed charges. This 
shows good improvement from conditions obtaining a year 
ago; but, in the absence of further substantial betterment 
next year, the Railroad Securities Committee concludes that 
a number of roads will have to continue borrowing from 
the R. F. C. or go into receivership. The Committee be- 
lieves that maintenance has in most instances been adequate 
to keep the plant in condition to handle the present vol- 
ume of traffic, and consequently that extensive purchases 
of equipment at this time are neither prudent nor necessary. 


LEATHER—Sharp declines in the price of hides last 
month have been attributed partly to the inferior grade of 
product which is usually offered at this season, and partly 
to a slackening in orders for shoes. Despite the recession, 
however, it is estimated that shoe production this year will 
be the highest of any year except 1929. 


TOBACCO—While sales of the major tobacco products 
continue to exceed those of last year, the new processing 
tax and somewhat higher payrolls have reduced profit mar- 
gins. Fears of higher taxes may also have played a part 
in the recent weakness of tobacco securities. 


Conclusion 


Compared with conditions last year in this season, busi 
ness still shows gratify: 





statistical position, with 
consumption well above 
last year, and prices 
frm. The _ interna- 
tional cartel, restricting 
production, has been 
renewed for three 
years to January 1, 
1937. Life of the in- 
ternational zinc cartel, 
restricting production 
to 50% of capacity, 
has been extended to 
July 31, 1934. 


PETROLEUM — 
The country’s output 
of crude last week was 
throttled down to 
within 20,000 barrels 
of the government al- 
lowable. 


months of slackened 
consumption, the al- 
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Changes in Major Commodity Price Groups for the 
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ing improvement in 
many directions, with 
the general level of ac 
tivity up approximately 
16% from a year ago 
and with nearly 
4,000,000 workers re’ 
employed. In the main, 
third - quarter reports 
make a favorable com: 
parison with those of 
1932. Dividend re 
sumptions or increases 
are in encouraging 
number. The fourth 
quarter prospect is less 
favorable than was that 
of the second and 
third quarters, but is 
better than that of the 
first quarter. It is pos 
sible to hope that the 
present period will 
prove a time of con’ 
solidation, prior 0 
renewed recovery. 
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Answers to Inquiries 








The Personal Service Department of THE MacaziINnE OF WALL STREET will answer, by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 
interested, or on the standing and reliability of your broker. This service in conjunction with 


your subscription should represent thousands of dollars in value to you. 


the following conditions: 


1. Give all necessary facts, but be brief. 

2. Confine your request to three listed securities. 

3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 


It is subject only to 








STANDARD BRANDS, INC. 


I thought Standard Brands’ prospects 
as a liquor stock would see it selling well 
above today’s prices. Do you think its 
recent high too liberally discounted its 
early prospects? Would you continue to 
hold 100 shares of this stock bought at 
41% in 19299—M. T. K., Detroit, Mich. 


In our opinion, Standard Brands 
stock retains all of its potentialities 
for profit in the liquor business upon 
the repeal of prohibition, and in addi- 
tion, it offers the stability of a well- 
established and diversified business in 
food products. For the three months 
ended September 30, 1933, net in- 
come was $3,669,448 equivalent after 
preferred dividends to 28 cents a com- 
mon share, showing small but steady 
improvement over the results equal to 
27 cents a share for the July quarter 
of this year, and 24 cents a share for 
the September quarter of 1932. This 
backlog of stable profits during a 
period of depression adds a conserva- 
tive element to the speculative possi- 
bilities, through the subsidiary which 
was an impcertant factor in the liquor 
industry for many years before prohi- 
bition and which is now reported to 
have started bottling its output in an- 
ticipation of repeal. Arrangements 
have been made for marketing the en- 
tire liquor output of this subsidiary, 
when sales become legal. Inasmuch as 
you have carried your holdings all 
through the depression, you are doubt- 


less prepared to exercise patience for a 
reasonably longer period, which we 
believe should be well rewarded. Con- 
sequently, we advocate the retention of 
your holdings of Standard Brands. 


STANDARD OIL CO. OF 
INDIANA 

I have been strongly advised to buy 
Standard Oil of Indiana shares. But, in 
reading up on this company, I learn that 
it is involved in a suit over the sale of 
its Pan American properties—that it now 
buys practically all of its crude oil. Do 
you think this an unfavorable factor?” 
What is your opinion on the purchase of 
this stock now?—B. T., Minneapolis, 
Minn. 

The suit to which you refer is one 
filed in the name of a minority stock- 
holder alleging that large profits were 
improperly made by certain officers 
or directors of Standard Oil Co. of 
Indiana in connection with the con- 
trol of stock of Pan American Petro- 
leum & Transport. In answering the 
charges, attorneys for Standard Oil of 
Indiana point out that the action com- 
plained of took place six years ago, 
was of definite benefit to Standard of 
Indiana, and that seven of the defend- 
ants were not at that time connected 
with nor interested in Standard Oil of 
Indiana. The answer further states 
that the price at which these individ- 


uals turned over control of Pan Amer 
ican to Standard of Indiana was no 
greater than the price the company 
paid for similar shares elsewhere, and 
in fact was lower than offers which 
the defendants had received from 
other sources. In any event, the suit 
has little bearing upon the business or 
market status of Standard Oil of In 
diana. Although some of its produc: 
ing properties have been sold to Stand: 
ard Oil of New Jersey for cash anda 
large block of the latter’s stock, Stand: 
ard Oil of Indiana remains a large 
producer and it cannot be said that 
it buys all of its crude oil. e com: 
pany is the leading refiner and mar 
keter of gasoline and other petroleum 
products in the Middle-West, producing 
about 42% of its. total crude require 
ments. Although no figures are avail: 
able for a period later than 1932, when 
earnings were equivalent to $1.04 3 
share, covering the dividend needs by 
a very small margin, it is believed that 
the higher prices and more stable cov 
ditions prevailing under the cil code 
should offset the higher cost thereum 
der, so that better results should kk 
achieved this year. With its capable 
management and strong finances, hav 
ing current assets more than nine times 
current liabilities according to the let 
est report, Standard Oil of Indiana ' 
considered an outstanding represents 


(Please turn to page 91) 
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Just Off The Press— 
A New Book, in Which Two Famous Experts Collaborate 


e + ° 
The Business of Trading in Stocks 
By John Durand and A. T. Miller 
Including a Formula for Determining Common Stock Values 
in this Second Phase of Economic Recovery 


A new book.; 169 pages, rich, flexible binding, lettered in gold. Profusely illustrated with graphs 
and tables clearly explaining how to make profits and above all—how to keep them. 


ciples essential to successful trading under present-day market conditions—written by two experts 
who know trading and know how to explain this profitable subject so that the average business 
man can understand and apply the principles for his own profit. 


To Business of Trading in Stocks gives a clear, authoritative exposition of the fundamental prin- 


An important feature is Mr. Durand’s formula for determining common stock values. You will find 
this formula of great value and of particular importance as a businessmen-investor, as it gives the 
right angle on stock market technique, that will add considerably to your investment knowledge. Every 
branch of trading is included, from evolving your plan to final decision as to WHAT’ and WHEN to 
BUY and SELL. Charts and graphs of well-known securities are used to illustrate and clarify the more 
technical Methods of Trading. 


We have selected this volume for our Special Offer at this time, because its timely practical appeal, 
and simple presentation, make it a book that every businessman-investor and trader will appreciate and 
use—especially as it contains many of the principles upon which the experts of THE MAGAZINE OF 
WALL STREET base their judgment in the selection of securities for our readers, 


Contents 
Chapter Chapter 
I—Fundamentals Necessary in Learning The Business of Vill—Profiting by the Law of Averages—Figure Charts. 
Security Trading. IX—How to Use Charts and Mechanical Systems. 
II—A Study of the Principles of Manipulation. X—Fundamentals that Affect Security Prices, 
IlI—Detecting Accumulation, lst Stage, 2nd Stage. XI—What and When to Buy and Sell. 
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IV—Short Selling—Its Good Points and its Dangers. Se ee eee 


, a . : Serie . XIV—Appendix—A New Formula for Determining Common 
Vll—Forecasting Price Movements and Turning Points. XIV eg oP ew Formula for Dete eX 


This book is not for sale—you can secure it only through our SPECIAL FREE OFFER. 
We will also send you FREE—Your choice of any one of the following 


INVESTMENT GUIDES 


Finely bound books in rich flexible imitation leather 


1. When to Sell to Assure Profits. Explicitly covers 3. Necessary Business Economics for Successful In- 

this important principle neglected by many investors vestment. Sets forth the significance of supply and 

who too often are only good buyers. demand, the effect of good and bad crops, the ebb 
and flow of credit and similar factors. 


2. What to Consider When Buying Securities Today. 4, Cardinal Investment Principles Upon Which 
The advantages and disadvantages of various types Profits Depend. ‘Tells how to put your financial 
of securities. Tells what to consider in bonds, com- house in order—how to make your plan and carry it 
mon and preferred stocks,—valuable pointers in de- through. Bridges many danger spots which could 
tecting buying, selling and switching signals. be learned only through costly experience. 
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A Christmas Gift That Brings 
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For Yourself, for Father, Son, Friend or Business Associate 





The gift that lasts forever and can never be taken away from you is knowledge and superior judgment. It 
is the key to success and happiness, and will become more so now that the business and investment outlook 
is based on realities. Facts, now more than ever before, are essential to real progress in 1934. 


This year of all years, no Christmas gift you send can be of more practical value or compliment a man more 
than The Magazine of Wall Street. It indicates to the recipient that you have faith in his ‘making the 
grade” and twenty-six times a year he is reminded of your thoughtfulness. He will read it with satisfac- 
tion—at first because he knows you expect him to. He will continue reading it because he will speedily 
realize that he derives more practical value through its pages than through any reading he has done before, 


The Magazine of Wall Street Will Interest 


Your Business Associates—in whose hands you will be placing fortnightly 
an authoritative interpretation of vital economic forces affecting industry, 
“I have decided to give my credit, and investment—all facts so briefly and simply put as to enable them 
friends the best Christmas gift to put their knowledge to practical use in their current business affairs. 
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R. S. G., Des Moines, 1a. Executives and Employees—because it gives them the basic fundamentals 


so essential to sound thinking and business progress. Many business con 


3 ( | } Fr cS cerns make it a yearly custom to present a subscription to their principal 
employees. 
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as gifts to two other friends—thus saving the cost of two gifts. 
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(Continued from page 88) 
tive of the oil industry. We favor the 
purchase of the shares at prevailing 
market prices. 


GREAT NORTHERN RAILWAY 
Co. 


What is your present opinion of Great 
Northern preferred? Why is it now sell- 
ing back at one half its high for the 
year? To what extent do you believe the 
wheat embargo will affect its earnings if 
enforced? Do you advise me to sell or 
hold 150 shares averaging 4934?—R. M. D., 
Kansas City, Mo. 


In the early days of its history, the 
Great Northern Railway was regarded 
as.one of the important “granger” 
roads of the Northwest; but with the 
development of industry witnessed 
during the past quarter of a century, 
the percentage of revenues derived 
from the transportation of agricultural 
products to gross revenues has consist- 
ently declined. Admittedly, agricul- 
ture is still an important factor in the 
trafic volume of Great Northern, but 
1932 statistics reveal that only 28.6% 
of the road’s freight business was con- 
tributed by such products> In the same 
year, products of mines as a whole 
accounted for approximately 36.5% 
of the Great Northern’s freight traffic. 
It can therefore be seen from the fore- 
going statistics that ore has replaced 
agriculture in importance, as it relates 
to volume of traffic and earnings of 
Great Northern. In fact, the striking 
recovery witnessed during the late 
spring and summer months of this 
year has been attributed for the most 
part to the unusually heavy shipment 
of ore over the company’s lines. Grain 
loadings lagged consistently during this 
period. Obviously, the embargo on 
wheat recently ordered by Governor 
William Langer of North Dakota, re- 
sulting from a sharp drop in prices for 
wheat during the recent past, will con- 
siderably reduce the amount of reven- 
ues derived by Great Northern from 
this commodity during early ensuing 
months at least. On the other hand, 
this development should not be looked 
upon with alarm, since any step-up in 
industrial activity doubtless will result 
In increased ore loadings, thereby more 
than counterbalancing such _ losses. 

uring recent weeks, traffic has been 
adversely affected by the declining ac- 
tivity of the steel mills; but it is ex- 
pected that improved buying of . rails 
and equipment by substantially all of 
the carriers will provide the necessary 
fillip in the right direction. In fact, re- 
cent estimates indicate that full 1933 
feturns will closely approximate total 
fixed charges on the road’s funded 
debt; in contrast with coverage of only 
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32% for the calendar year 1932. The 
fiscal position of Great Northern is en- 
tirely satisfactory, total current assets as 
of August 31, 1933, amounting to $26,- 
565,001 against total current liabilities 
of $12,945,999. Funded debt matur- 
ing within six months amounted to only 
$283,000. In the light of the fore- 
going, we are inclined to maintain a 
moderately favorable attitude toward 
the preferred shares and counsel against 
disturbing your position at current de- 
flated prices. 


AMERICAN MACHINE & 
FOUNDRY CoO. 

Please give me your opinion of Ameri- 
can Machine & Foundry. Do you believe 
its early prospects for cigarette machin- 
ery demand, and earnings from cigar roy- 
alties, are fully discounted at current 
prices? Would you advise me to hold or 
sell 100 shares bought at around 33?— 
S. C., Louisville, Ky. 


During the first six months of this 
year, new orders for cigarette machin- 
ery declined to a low point, since the 
industry is well supplied with exist- 
ing types of machinery. Nevertheless, 
consolidated income account of Amer- 
ican Machine & Foundry Co. and sub- 
sidiaries for the first half of 1933 
showed net profit of $449,729 includ- 
ing dividends received from its sub- 
sidiary, International Cigar Machin- 
ery Co., equivalent to 45 cents a share 
on the common, covering the propor- 
tionate dividend needs by a small mar- 
gin. This compares with income of 
$604,655 or 60 cents a share in the 
first half of 1932. As of June 30, 
1933, the enterprise was in excellent 
financial condition, with current assets 
of $4,028,312 including $2,696,683 
cash and marketable securities, against 
current liabilities of only $488,245. 
International Cigar Machinery Co. also 
reported a decline ik earnings, reflect- 
ing the reduction in\ cigar output in 
the first half of the year, but the trend 
toward machine manufacture of cigars 
continues. It is understood that new 
machines have been in process of de- 
velopment for a considerable time and 
have now reached the stage of experi- 
mental operations. These machines 
are calculated to increase greatly the 
speed of production of cigarettes, and 
new cigar-making machines are also 
being developed which will nearly 
double the output of the present ma- 
chines. It is expected that these ma- 
chines will be leased on a royalty basis 
providing for a division of the sav- 
ing due to this increase in volume, be- 
tween the cigar maker and the com- 
pany. These developments all point 
to higher earnings for American Ma- 
chine & Foundry over a reasonable 


period of time, so that we advise you 
to hold your stock in this company for 
further speculative price appreciation. 


ATLANTIC REFINING CO. 


I understand that the Atlantic Refining 
Co. purchases most of its crude oil—and 
I am wondering how the recent crude ad- 
vances have affected its earnings. Do you 
think the retail price advance planned for 
December 1 will more than offset increased 
raw material costs? Would you advise 
buying 100 shares of this stock now?— 
T. M. V., Yonkers, N. Y. 


Earnings of Atlantic Refining Co. 
for the three months ended September 
30, last, rose sharply to $5,710,159 or 
$2.12 a share on the common stock 
from $1,063,100 or 39 cents a share 
in the September quarter of 1932. The 
improvement was largely the result of 
higher prices and increased volume of 
gasoline sales, coupled with the absence 
of inventory write-offs. Hence the 
company was able to offset a net 
loss of $1,001,659 incurred during the 
first half of the current year, and re- 
port net profit of $4,708,500 or $1.74 
a common share for the first nine 
months of the year. This compares 
with net of $4,248,000 or $1.58 a share 
for the corresponding interval of 1932. 
Results in the final quarter of 1933 are 
not likely to be as favorable as those 
registered in the September quarter, due 
to increased operating costs under the 
N R A code, coupled with the pend- 
ing price advance for crude oil effec- 
tive December 1, as well as the sea- 
sonal decline in sales volume. Of 
course, a possible increase in retail 
prices after December 1 is a favorable 
factor to be taken into consideration. 
Despite the anticipated earnings de- 
cline in the fourth quarter, recent esti- 
mates indicate that full 1933 returns 
will exceed $2 a share against actual 
profits of $1.45 a share reported for 
1932. As a result of the currently im- 
proved status of the oil industry as a 
whole, the outlook for Atlantic Refin- 
ing is more favorable, which factor, 
coupled with the excellent financial 
condition of the company, amply justi- 
fies accumulation of the shares around 
current prices. 


GENERAL MILLS, INC. 


Do you advise the purchase of General 
Mills at current prices? My broker recom- 
mends it as an outstanding investment but 
I note that the 1929 high was only 89%, 
and I wonder if this stock offers the same 
profit opportunities as other issues of the 
same investment rating.—R. O. L., Boston, 
Mass. 


Although it is true that the stock 
(Please turn to page 95) 


91 





EDWARD B. SMITH 
& CO. 


ESTABLISHED 1892 


Corporate Financing 
Investment Securities 


Commission Orders 
Executed 
Boston 


New York Philadelphia 








Electric Bond and 
Share Company 


Two Rector Street 
New York 














We invite inquiries from in- 
dividuals who desire to open 
MARGIN ACCOUNTS 
either in” 


100 Share Lots or Odd Lots 


Our Current Bulletin 
Sent on Request for MW-11 


M. C. Bouvier & Co. 


Members New York Stock Exchange 
20 Broad St. New York 


























To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your divi- 
dend notices in The Magazine of 
Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking s securities to add to 
thin holdings. 

By keeping them informed of your divi- 
dend action, you create the maximum 
amount of goed will for your Company 
which will result in wide diversification 
of your securities among these influential 
investors. 

Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice. 
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SAN FRANCISCO, CALIFORNIA 

October 31, 1933 
At a meeting of Board of Directors of Stand- 

ard Oil Company of California held today divi- 
dend number 31 of 25c per share was declared 
on the outstanding stock of this corporation 
ye 7 eat on December 15, 1933, to all stock- 

ers of record as shown by the transfer 
books of the corporation in San Francisco and 
New York at the close of business on Novem- 
ber 15, 1933. 


STANDARD OIL COMPANY OF 








The Board of Directors have this day de- 
clared the regular quarterly dividend of 75c 
per share on the Convertible Preference Stock 
of this Company, payable December Ist, 1933, 
to stockholders of record November 16th, 1933. 
Transfer books will not close. Checks will be 


mailed. 
JACK COHN, Vice President. 
November Ist, 1933. 





November 6th,1933. 

The Board of Directors has declared a quarterly 

Sock of tne Cetepany, payebis on tie, 15th day 

oft! ompany, paya’ hed 1 y 

phage serge ber, 1933, to Stockho! of Record at 

the close of business en m the 24th das of Noreae 
ber, 1933. Checks will be mailed. 

DAVID BERNSTEIN, 
Vice-President & Treasurer. 
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Answers to Inquiries 
(Continued from page 91) 








of General Mills, Inc., did not have a 
spectacular market career in 1929, 
and is now selling much nearer to the 
boom high of that year than many 
other stocks, few companies can show 
a better record of conservative prog- 
ress and stability of earnings. Through 
all the casualties of the past three years 
of depression, with its gloomy list of 
deficits and reduced or omitted divi- 
dends, General Mills has steadily in- 
creased its net income and the regular 
dividend rate established in the fall 
of 1928 has never been reduced. Re- 
flecting the ability of the management 
to guide the enterprise through the 
most troublous times, net profit rose 
from $3,869,665, equivalent to $3.71 a 
common share in 1931, to $4,081,655 
or $4.12 a share, in the fiscal year 
ended May 31, 1933, despite a steady 
decline in net sales from $122,746,- 
136 to $83,886,335 in the period men- 
tioned. This result was achieved in the 
face of the countless difficulties of the 
times, and also the upset conditions re- 
sulting from Government interference 
with the grain markets, impairing the 
normal usefulness of those markets for 
hedging purposes, a common practice 
among companies carrying inventories 
of grain. The financial position of 
General Mills has also been steadily 
improved. It has no funded debt, and 
current assets as of May 31, 1933, 
were $32,779,937 against current lia- 
bilities of $5,407,429, among which 
there were no bank loans or notes pay- 
able. General Mills may not double 
its earning power or market value 
within the next few weeks, but there 
is comfort for the investor in the 
thought that earnings and dividends 
are not liable to be reduced or wiped 
out. Therefore, as a conservative com- 
mitment for income and eventual ap- 
preciation in reflection of improved 
business conditions, we endorse the 
purchase of the stock of General Mills 


around current levels. 


—_——___—— 


COMMERCIAL SOLVENTS CORP. 


I will appreciate your giving me_any 
recent information you may have on Com- 
mercial Solvents. Do you think its early 
Prospects are amply discounted at present 
prices? Would you advise holding on 
selling 100 shares of this stock bought 
several months ago at today’s prices?— 
4. G. J., Hartford, Conn. 


In reflection of improved demand 
for its products, earnings of Commer- 
cial Solvents Corp. have consistently 
improved in each quarter of the cur- 
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Auditors 
actually 


Tt must be pleasant news indeed that brings a 
smile to the harried auditor, as he checks over 
sales costs. Such news is often supplied by the 
use of the Long Distance telephone in selling. 

For example, the Consolidated Products Com- 
pany— dealer in industrial machinery— adopted 
a telephone selling plan. Within one year, approx- 
imately $300,000 worth of machinery was sold 
by telephone—annual sales were increased 6% 
—selling costs were decreased 10%. 

Telephoning costs little—look in the front 
pages of your telephone book for typical out-of- 
town rates. 














rent year. Net for the three months 
ended September 30, last, amounted to 
$642,317 or 24 cents a common share 
against $412,290 or 16 cents a share 
in the second quarter and $224,758 
or 9 cents a share in the initial quar- 
ter of this year. Thus, for the first 
nine months, profits amounted to 
$1,279,365 or 48 cents a share on the 
common stock, against $894,836 or 35 
cents a share for the corresponding in- 
terval of last year. The company has 
maintained a strong trade position, 
ranking as the largest domestic pro- 
ducer of Butanol, employed principally 
in the manufacture of lacquers. More- 
over, the sale of acetone, used primar- 
ily in the manufacture of artificial silk, 
is an important contributor to earn- 
ings. The recent acquisition of the 
industrial alcohol business of the Ross- 
ville Alcohol & Chemical Corp. further 
enhances its prospect of benefitting 
from “repeal” when and as it material- 
izes. Obviously, the extent of such 
benefits accruing to the company can- 
not be accurately appraised at this 
time, but with the broadening of its 
activities to include the manufacture 
and sale of plastics and pigments, the 
outlook for Commercial Solvents is 
highly encouraging. Thus, while the 
common stock cannot be regarded as 
particularly undervalued at prevailing 
prices in relation to current earnings 
and prospects during the immediate 
future, the strong financial condition 
and favorable longer term outlook 
amply warrant maintenance of pres- 
ent holdings. 


GRAHAM-PAIGE MOTORS 
CORP. 

Among other stocks I have inherited a 
small block of Graham-Paige common. 
My broker informs me that the prospects 
for this company are not particularly 
promising, and suggests that I dispose of 
my, holdings. Before placing the selling 
order, however, 1 would appreciate your 
_— on this stock—J. E. P., Watertown, 


Admittedly, the adversities of the 
depression have been largely respons- 
ible for the heavy losses sustained by 
Graham-Paige Motors Corp. during 
the past three years, but the difficul- 
ties of the company date back as far 
as 1927, when a deficit of $4,643,351 
was incurred, in contrast with a profit 
of $500,207 in the preceding year. A 
profit of $1,055,679 was registered in 
1928, followed by substantial losses in 
each successive year to date. Since 
sales volume has declined consistently 
from 1929, the reductions in losses sus- 
tained during the calendar year 1932 
and the first six months of 1933 are 
largely due to operating economies 
effected by the management, during 
those periods. Operations during the 


June and September quarters of the 
current year were substantially im- 
proved, however, enabling the company 
to report profits equal to four cents a 
common share, after preferred divi- 
dends for the first nine months. Never- 
theless, in view of increased operating 
costs attendant the N R A automotive 
code, results during the final quarter of 
the year are not likely to be as favor- 
able as those of the two preceding 
three-month periods. The losses sus- 
tained by the company in recent years 
have made sharp inroads into the 
working capital of the company. As of 
June 30, last, net liquid assets amounted 
to $1,370,025 against $2,758,673 a 
year earlier. Moreover, Graham- 
Paige is not as favorably situated, from 
the competitive standpoint, as other 
units in the industry. In the light of 
the foregoing, the common stock lacks 
the attraction of the more strongly 
situated automotive equities. 


CHESAPEAKE & OHIO RAILWAY 


I will appreciate anything you can tell 
me about the present weakness of the rail 
stocks in general, and Chesapeake & Ohio 
in particular, of which I have 75 shares 
bought two years ago at around 57. What 
do you think of its early prospects? Do 
you advise holding or selling?—A. T. L., 
Dayton, Ohio. 


The record of Chesapeake & Ohio 
Railway during recent years of hard 
times stands out in relief against that 
of the average Class-l road. Of 
course, the road has not entirely escaped 
the adversities of this period; but the 
rate of decline of net income has been 
comparatively nominal. This is en- 
tirely attributable to the fact that the 
road serves the southern bituminous 
coal producers, who have long bene- 
fitted from lower wage rates than pre- 
vail in the northern mines as well as 
an apparent preference for the higher 
quality coal of the Pocahontas district. 
Thus, we find that Chesapeake & Ohio 
was able to report net income equal 
to $3.07 a share for the calendar year 
1932 against $3.49 in 1931 and $4.46 
in 1930. Furthermore, a turning point 
was reached in April of this year, with 
sustained improvement in each month 
since. Hence, the road reported net 
equal to $2.66 a common share, after 
preferred dividends, for the first nine 
months of 1932 against $2.01 a share 
in the corresponding interval of 1932. 
The code agreements of the N R A 
have tended to nullify the price ad- 
vantage of the southern producers, but 
there is basis for the belief that the 
preference for Pocahontas fuel will 
still prevail, and more or less offset 
this adverse development. The com- 
petitive position of Chesapeake & Ohio 
Railway has been strengthened by the 
acquisition of Pere Marquette, which 


opens additional outlets for Chesa- 
peake’s coal shippers in industrial 
Michigan. Furthermore, in effect, 
Chesapeake & Ohio is the sole support 
of the Van Sweringen pyramid, a fac 
tor that should not be overlooked in 
appraising the future of the road, 
Financial condition, moreover, as of 
July 31, last, was entirely satisfactory, 
As of the above date, total current 
assets amounted to $20,374,000 of 
which $6,800,000 consisted of cash 
against total current liabilities of $13, 
009,000. Thus, despite the fact that 
the common stock is not without a 
degree of speculative risk, we see little 
immediate cause for disturbing your 
present holdings. 


CONGOLEUM-NAIRN, INC. 


I bought Congolewm-Nairn at 17 on 
your advice, and sold at 25. I am now 
thinking of this stock as a long-pull in- 
vestment, and will appreciate your advis- 
ing me whether this company’s prospects 
are such as to merit investment considera- 
tion now—V. A., Chicago, IIl. 


Despite the almost demoralized 
status of the building industry during 
recent years, earnings of Congoleum 
Nairn, Inc. have been comparatively 
satisfactory, largely attributable to the 
replacement demand for its products. 
This company ranks as a leader in the 
manufacture and sale of hard-surface 
floor-coverings, advertising and mar: 
keting its products under the trade 
name “Congoleum.” As a result of 
the release of accumulated replacement 
demand, coupled with price advances, 
ranging from 4% to 10% on various 
lines of linoleums and felt-base prod: 
ucts, earnings of Congoleum-Nairn 
during the first half of the current year 
registered a pronounced improvement 
over those of the corresponding inter 
val of 1932. Net income for the six 
months ended June 30, last, was 
$1,012,224 or 83 cents a share on the 
common stock in contrast with net of 
$367,297 or 26 cents a share for the 
first six months of last year. No def 
nite figures are available, but current 
reports indicate that profits in the 
third quarter were more than those 
for the entire first half of the year. 
Financial condition as of June 30, last, 
was exceptionally liquid, total current 
assets amounting to $16,364,000 in 
cluding $10,840,000 in cash, U. S. 
Government securities and short term 
State and municipal securities, against 
total current liabilities of less than 
$500,000. In 1931, the company devel’ 
oped “Sealex” wall coverings to com 
pete with higher priced tile in hospitals, 
hotels, institutions, apartment and pri 
vate homes. There is reason to believe 
that this product will ultimately prove 
an important source of revenues for 
the company. As a result of the im 
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proved showing made during the first 
half of the current year and the more 
optimistic outlook for the company, 
directors increased the quarterly divi- 
dend rate on the common stock by 10 
cents a share with a payment of 25 
cents a share September 15, last. All 
factors considered, the common stock 
cannot be regarded as over-valued at 
prevailing prices, and commitments 
appear amply warranted on any price 
weakness. 








Lower Production Costs and 
Expanding Markets 


(Continued from page 80) 





viscose and acetate yarns, ranking sixth 
among producers and when additions 
under way and contemplated are made, 
it will rank third, after du Pont. The 
Chatillon unit was organized in 1920 
and Tubize in 1929, the year before the 
merger. Naturally, it has been impos- 
sible for this producer to demonstrate 
earning capacity as yet. The capital 
structure was revised in 1932. Funded 
debt is $2,000,000 and capital stock 
consists of two classes of preferred 
stock and 293,650 shares of $1° par 
value common stock. Net invested cap- 
ital is about $12,500,000, on which 
13% gross income, which is the normal 
rate of return for this industry, would 
have to be earned before the common 
stock would benefit. 





foreign interests and they are very 
secretive. The company makes only 
acetate yarns and fabrics, which have 
several qualities not found in other 
types of rayon. The price of acetate 
yarn is about double that of viscose 
rayon and last year was nearly as 
high as silk. Incidentally, only 15% 
of installed capacity is for making ace- 
tate, compared to three-fourths for 
making viscose rayon. The manufac- 
ture of cellulose acetate, the basic raw 
material used by these producers as 
well as makers of photographic film, 
is one of the fastest growing of all 
chemicals and last year the output was 
triple that of 1930 and more than four 
times greater than in 1929. In the 
meanwhile, Celanese doubled its 1929 
capacity and is reported as about to 
re-double it. 

Celanese Corp. of America has a 
complicated capital set-up consisting 
of three classes of stock—7% cumula- 
tive prior preferred stock of $100 par 
value, 7% cumulative first participat- 
ing (to the extent of 10% of net 
profits after these dividends) preferred 
stock of $100 par value and 987,800 
shares of no par common stock. Total 
net invested capital was (December 31, 
1932) about 27 million dollars. On 
examination, it appears that it is neces- 
sary for this rayon producer to earn 
only over 8% on its invested capital 
in order to meet annual preferred divi- 
dend requirements; to earn $1 on the 
common stock, income would have to 
be at the rate of over 13%; but to 
earn $6 a share on this common stock, 
profits would have to be returned at 
the preposterous rate of 38% on the 
net capital. This sort of analysis 
should effectually dispose of the propa- 
~ being put wut about this market 
avorite. 

Tubize-Chatillon Corp. is a con- 
solidation of two enterprises established 
here by the European inventors and is 
the only user of the nitrocellulose 
process for making rayon. It also makes 





Things to Think About 
(Continued from page 73) 








production of steel castings; 86.8 per 
cent in construction of commercial 
buildings; 86.7 per cent in machine 
tools; 85.6 per cent in public utility 
construction; 85.2 per cent in steel 
rails; 85 per cent in brick; 83.9 per 
cent in iron ore consumption; 81 per 
cent in residential building; 80.7 per 
cent in steel boilers; 76 per cent in 
electric motors; 72.8 per cent in power 
pumps; 69.5 per cent in motor trucks; 
65.8 per cent in lumber shipments; 
59.5 per cent in lead shipments; 52.6 
per cent in cement shipments; 53 per 
cent in paint sales; 42.3 per cent in 
roofing materials; and 32.8 per cent in 
oil wells drilled. 








Sanity Reaches the Movies 
(Continued from page 71) 








commodate 25,000,000 per day. But 
even at the very peak hardly 15,000,- 
000 persons a day patronized the coun- 
try’s movie houses. Today 6,000,000 
is optimism. There are probably 11,- 
000 houses operating. If they can play 
to half their daily capacity they do 
well, and can stave off the sheriff— 
that is the small ones, for the big 
houses are not suited for sound. 

Then there was the double feature 
madness. It was an hysterical attempt 
to lure the people in. A simple plan; 
one good picture, one poor and cheap 
picture, the latter a “quickie” gener- 
ally, often costing as little as $10 a 
night. Now the public growls when 
the effort is made to drop back to one 
feature. The old admission price prob- 


ably averaged 25 cents. Today 15 
cents is a fair guess. 

What is the biggest production ob- 
stacle? The director. Five years ago 
he was king; today almost generally 
he’s a liability. Any man who is 5 
unsure of what he is doing and s 
lacking in confidence that he has to 
shoot 100,000 feet of film to be sure 
of 7,500 for his resulting picture, 
should be sent back to whatever he was 
doing before he began to infest the pic- 
ture studios. And the director knows 
he’s lacking. Also he has discovered 
that there is a bogie sitting on the foot 
of his bed. The bogie is the writer. 
The director knows the writer will get 
him sooner or later. The producer is 
beginning to scowl at the director and 
cuddle the writer. He’s right, as the 
next few years will prove. 

Pictures cost too much. Probably 
an average today is $175,000 per nega- 
tive. $50,000 should come off that. 

Some studios are using their heads. 
Salaries are coming down. The old 
“racket” days are going. The thing is 
becoming something like a business un- 
der the increasing influence of the elec- 
trical equipment makers. Under the 
pressure of necessity, the foundations 
are being repaired; but the process is 
slow. In short, movie securities by no 
stretch of the imagination can be called 
investments. As speculations, they 
have seen the worst and should be 
heading for brighter days. 








American Rolling Mill 
(Continued from page 83) 








volume of business. For example, in 
1932 sales registered a decline of more 
than $12,500,000 from 1931, yet the 
loss after interest charges in the former 
year was only slightly more than $2, 
000,000 against a loss in 1931 of near’ 
ly $3,100,000. After a loss of about 
$967,000 in the first quarter of the cur’ 
rent year, operations in the second 
quarter experienced a sharp spurt, re’ 
sulting in a profit equivalent to 16 
cents a share on the common stock, 
after allowing for interest charges and 
preferred dividends. Profitable opera’ 
tions were sustained into the third 
quarter, producing a profit equal to 18 
cents on the common and reducing the 
loss for the nine-months period to 
$312,258, which contrasted with a loss 
of $1,821,418 in the same months of 
1932. Activity in the plants of Am 
erican Rolling Mill has been maintained 
at a level greater than that for the 
steel industry as a whole, but in the 
final quarter increased costs growing 
out of the N R A code will be in effect. 

Preceded by $41,131,143 funded 
debt and 20,533 shares of 6% pre 
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ferred stock, on which dividends were 
omitted last January, the common 
stock, outstanding in the amount of 
1,669,253 shares, is distinctly a specu- 
lative vehicle. To compensate for the 
risks involved is the probability that 
the company will benefit directly from 
heavy demand for steel specialties 
which the $3,300,000,000 public works 
program will eventually make effective. 
Selling around 15, the shares are ob- 
tainable at a discount of about 50% 
from the highs of last July. 








Can Prices Be Lifted by 
Federal Gold Operations? 


(Continued from page 66) 








buy sterling first and then exchange it 
for gold at our determined higher 
prices. So, if there is anything at all 
in our theory of price manipulation, 
British commodity prices in pounds 
will go up as well as ours in dollars. 
To counteract this tendency the British 
might bid up dollars, but that course 
could not long be pursued in view of 
the fact that devaluation of the dollar 
is practically certain, with a probable 
loss to dollar holdings. Should Britain 
close her free gold market to us we 
would be forced to broaden our policy 
considerably, for France would cer- 
tainly not countenance a steady raid 
on the reserves of the Bank of France. 
Obviously we can not go far without 
an understanding with France and 
England, which may lead to stabiliza- 
tion of currencies. Thus there arises 
the possibility of a lightning change 
in our monetary policies and the 
opening of a free gold market in New 
York. 

Unless the dollar falls relatively to 
the pound and other foreign currencies, 
we gain little export advantage. If 
it falls faster than the pound we gain 
some advantage except as rising prices 
in the U. S. may offset the difference. 
But that is of secondary importance— 
what our national policy aims at here 
1s not foreign trade advantage but 
domestic price advance. The President 
seeks to elevate the price of gold in 
the belief that all other commodities 
will follow the lead of the primary 
commodity of exchange. 

If gold buying at home and abroad 
can steadily lower the dollar in for- 
eign exchange it may reasonably be 
expected that prices will rise here. 
This would not necessarily be the case, 
as the experience of England shows; 
the depreciation of the pound being 
but slightly reflected in domestic prices 
after two years. But English pdlicy 
Was opposed to raising domestic prices 
whereas that is what we want. Yet the 
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dollar has not depreciated anywhere 
near as much at home as abroad since 
we withdrew from the gold standard. 
But the daily buying of gold abroad at 
prices designedly depressive of the dol- 
lar must tend to raise prices in the 
United States, since each day that more 
dollars are bid for gold, the more dol- 
lars can be bought abroad for gold or 
for foreign currency. The United 
States is not isolated or insulated from 
the rest of the economic world. The 
country, seeing its own Government 
depreciating its own money in terms 
of other currencies, will anticipate a 
much lower final value of the dollar. 
This should finally develop a flight 
from the dollar to goods and securities 
to forestall higher prices, if carried on 
determinedly. 

Technical monetary inflation would 
not arise by this dollar depression 
course until a new gold valuation of 
the dollar were fixed by the President 
under his delegated power, or by Con- 
gress, but its consequences would be 
anticipated and discounted. Progres- 
sive price inflation should set in at 
once, for inflation is now the actual 
practice as well as the objective of the 
Government. Economic control is no 
longer relied upon alone to restore 
price relations and levels. If deprecia- 
tive gold buying should fail to raise 
domestic prices by making gold cheap, 
recourse to greenbacks will be in- 
evitable unless the gold dollar is soon 
devaluated. Higher prices are certain 
if the Government at Washington can 
bring them about by cheapening the 
dollar. This will be done, in the last 
resort, by the greenback route. 

In such circumstances nothing can 
prevent a rise of prices of commodities 
and stocks except a recoil of confidence 
from the whole policy of depreciation 
of the dollar, which might lead to an- 
other period of fear and stagnation. 
A race in currency depreciation be- 
tween the United States and Britain, 
the defection of France from the 
gold standard with ensuing monetary 
anarchy, a new war of tariffs, might 
cause such a recoil. 

Otherwise, prices will go up until 
the government puts the dollar down 
to the level it has in mind, which is 
undoubtedly close to 50 cents. That 
is equivalent to about $41 the ounce 
of gold. Any man who believes that 
cheapening paper money with refer- 
ence to gold means increasing prices 
of commodities, real estate and equity 
securities will buy them when he thinks 
that they are low on their merits. Good 
equity securities will certainly advance 
over a period of time (note that the 
President says the course may take 
three years) for extrinsic reasons if 
not for intrinsic—because values will 
be stated in a shorter measure—in 
cheaper dollars. 











5,436-Word 
Investing and 
Trading Pamphlet 


Free! 


A new investment and trading 
~ philosophy is outlined in a re- 
markable article by a staff member 
of the A. W. Wetsel Advisory Ser- 
vice, Inc. Stripping the trappings 
from long held, popular, fallacies 
and half-truths about investing, it 
lays bare the basic principles that 
protect capital and make possible 
a more rapid growth. 


@ It deals fearlessly and speci- 
fically with such puzzling 
questions as 


—Which securities to deal in 

—When to buy 

—When to sell 

—When to stay OUT of the market 

—Why statistics fail to signal vital turn- 
ing points 

—Judging the direction of trends 

—The superiority of Technical Analysis 

—What are forecasting factors and 
what are not 


In addition, it shows the real 

CAUSES of most financial 
losses and tells how to make sub- 
stantial progress through the adop- 
tion of dynamic, positive methods 
that make for genuine conserva- 
tism. 


@ Send for this pamphlet — see 

for yourself how old precepts 
have failed, how this new under- 
standing of investment principles 
not only protects but builds up capi- 
tal. Mail this coupon, today. 


A. 
Advisory Service, Inc. 
_ Chrysler Building, New York 


You may send me a copy of 
**How to Protect Your Capi- 
tal and Accelerate Its Growth 
. . . Through Trading.’’ No 
obligation, 


MWS-10b 























WHAT SCHOOL WILL 
BEST FIT YOUR 


CHILD'S NEEDS? 


The School and College De- 
partment of THE MAGA- 
ZINE OF WALL 
STREET invites you to 
consult it on any school 
question. 


An impartial advisory opin- 
ion, based upon a study of 
all available material and 
personal contact, will be 
rendered to all inquiries. 


There is no charge for this 
service. 


Address: 


SCHOOL and COLLEGE DEPT. 
The Magazine of Wall Street 
90 Broad St. New York City 
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Just good truthful common 
sense . . . qualified by ac- 
tual value as represented by 
imported English fabrics, 
correct design and draping, 
the best of hand workman- 
ship and tailoring to your 
“individuality” desires. 


That is the creed of Shot- 
land and Shotland—a creed 
of reality reflected by the 
final satisfaction of many 
business and financial men 
for whom we tailor clothes. 


May we serve you in the 
same manner? 


Bryant 9-7495 
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A Business Bond 


You have a tangible bond with the com- 
panies whose stock you own. Buy their 
products—it keeps them busier. Many 
of them advertise in The Magazine of 
Wall Street. 
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IMPORTANT ISSUES 
Quotations as of Recent Date 





1933 
Price Range 
Recent 
Name and Dividend High Low Price 

Alum. Co. of Amer.......... 96 374% ~=««6G 
Amer. Cit. P. & L. B. (.16).. 654 3 2 
Amer. Cyanamid B......... 15% 3% 9% 
Amer. & For. Pr. war....... 18% 25% 5% 
Amer. Gas & Elec. (1)...... 50 1734 23 
Amer. Lt. & Tr. (160)...... 263%, 12 13 
Amer. Superpower......... 9% 2% 3 
Assoc. Gas Elec. “‘A’’....... 2% % K% 
Centrifugal Pipe (.40)....... 4% 2% 314 


Cities Bervice.............. 636 2 2% 
Cities Service Pfd. 30 

Colum. G. & E. cv. Pfd. (5). 138 68 81 
Consol. Gas Balt. (3.60)..... 70% 484% 61% 
Cord Corp. (20)............ 154% 4% 7 
Elec. Bond & Share (6% stk.) 415, 10 155% 
Elec. Bond & Share Pfd. (6). 66 25 3644 


Elec. Pr. Assoc. (.40)....... 113% 2% 4% 
Ford Motor, Pr. A......... 5% 3 10% 
Ford Motor, Lid........... 634 25% 55, 


1933 
Price Range 
LTE, Recent 
Name and Dividend High Low Price 
General Aviation........... 1034 2% 54% 
Great A. & P. Tea N.-V. (7).. 18144 128 129 
OS be), aaa 24 49 
Hudson rf M.@&........ 18% 25% 9% 
Humble Oil (2)............ 88 40 86 
Inter. Petrol. (1.12)......... 19% 8% 19% 
National Aviation.......... % 4% 83, 
Nat. Bellas Hess........... 84 % 2% 
Nat. P. & L. Pfd. (6)....... 724, 34 45 
Niagara Hudson Pwr....... 16% 8% 5% 
Pemread Corp... 2. se cccee % 1% 234 
St. Regis Paper............ 8% 1% 3 
Salt Creek Pfd. (.80)....... 9% 312 5% 
Standard Oil of Ind. (1).... 33% 17 30 
REO scacccsscccscnss EOE 7 13 
ok eee 3234 124, 28 
United Founders........... 3 4% 1% 
United Gas Corp........... 6% 1% 2) 
United Lt. & Pow. A........ 9% «2 3 











How Good Is Uncle Sam’s 
Credit? 


(Continued from page 63) 








goes to pay national taxes. The na- 
tional debt of the Kingdom is about 37 
billion dollars; which is equivalent to 
about a third of the national wealth. 

The credit of France is not bad but 
on a national wealth of 51 billions dol- 
lars it supports an internal public debt 
of 11 billions dollars, to say nothing of 
the dubious foreign (war) debts to the 
United States and the United King- 
dom of upwards of 7 billions of dollars. 
On the total income of its people, about 
10 billions a year, it supports an annual 
budget of more than 2 billions. 

On the British scale of taxation we 
could support even in the present de- 
pressed state of trade a budget of more 
than 10 billions; on the French scale, 
eight billions. 

With our present balance sheet and 
the indicated state of our revenues and 
expenditures Uncle Sam could be es- 
teemed a sound loan risk for 35 bil- 
lion dollars—even much more. 

His people have unlimited confidence 
in his promises to pay. Neither 
threats of devaluation of the dollar, nor 
official efforts to cheapen it abroad and 
at home seem to impair that confidence. 
Europe coldly appraises our dollar at 
65 cents but to Americans it is still a 
hundred-cent dollar. If a dollar buys 
less at home the plain citizen says it is 
because prices have gone up, not be- 
cause he is discounting it. 

But this inflation talk may upset this 


fine fiscal applecart. Just plain, genu- 
ine reflation might make the cart rock. 
Suppose sound business expansion 
should double prices. Income tax dol’ 
lars on last year’s income would meet 
only half the bill charged to them for 
this year’s expenditures. But that dif- 
ficulty could be easily negotiated by in- 
creased prosperity or increased rate of 
taxation or shift from income taxes to 
sales taxes. Besides, reflation would 
never proceed at the rate of 50 per cent 
a year. 

Inflation of the currency by devalu- 
ation of the dollar might deflate credit 
even while inflating prices. People 
who found that interest and principal 
when repaid to them had only half 
the purchasing power of the money 
lent might not be eager to lend again, 
except possibly at a heavy discount and 
high interest. In such an eventuality 
the Government would be up against 
reduced buying power of its revenues 
and vanished credit. 

It must be remembered that our situ’ 
ation is quite different from that of 
France when she devalued the franc. 
The paper franc, over a series of years, 
had gradually declined in purchasing 
power. In returning to the gold stand 
ard with a franc of 80 per cent less 
gold content than formerly the Gow 
ernment was merely conforming to an 
existing adjusted situation. It is proper 
to question whether the dollar has de: 
preciated a cent in popular esteem. 
Prices have gone up 15 per cent since 
we went off gold, but then they went 
down 50 per cent while we were on 
gold. It is even quite possible that the 
dollar, if let alone, will climb back to 
something like its former relation t0 
gold in foreign exchange. 
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Devaluation under these circum- 
stances might be called by the ugly 
name of repudiation. With borrow- 
ing costly or impossible and revenues 
declining in fact if not in name, Uncle 
Sam’s credit might fade rapidly. It 
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is not the province of this article to 
discuss what would follow beyond say- 
ing that if resort to printing press 
money were compulsory (as distin- 
guished from a sop of a billion or so 
of greenbacks to allay discontent), the 
credit that was United States would 
shortly be as obsolete as “the glory 
that was Greece and the grandeur that 
was Rome.” 








As I See It 
(Continued from page 59) 








may believe in a broader distribution of 
national income, but it is apparent that 
he is seeking it within the framework 
of the present order. He no more 
wants a literally socialized America 
than he desires uncontrolled inflation 
or excessive speculation or a return of 
unbounded production out of all con- 
sideration to markets. . 

After all, remember that the Presi- 
dent’s most recent utterance recog- 
nized that recovery will take a long 
time—that achievement of the desired 
price level may be a matter of two or 
three years. No prospect of a rapid 
and false recovery with an ensuing 
collapse returning the country to 
chaos is present in such a picture. Even 
the most cynical who are thinking of 
three years hence in political terms 
must recognize that Mr. Roosevelt 
must proceed carefully—must produce 
a substantial measure of recovery—or 
he will not have the opportunity to go 
On as recovery is consummated. There 
is every incentive for as sound and 
moderate policies as the present ex- 
traordinary times will permit. 

_It therefore seems reasonable to be- 
lieve that if present plans are given a 
reasonable opportunity to work out 
without the obstruction of a falsely 
aroused public antagonism, they point 
unerringly to a cautious and deliberate 
upbuilding which merits the co-opera- 

. tion of everyone concerned in a re- 
attainment of normal times. 
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DIVIDEND NOTICE 


Common Stock Quarterly Dividend No. 97 of 75 cents per share, payable 
November 15, 1933, to stockholders of record October 20, 1933. 


$6.00 Preferred Stock Quarterly Dividend No. 105 of $1.50 per share, payable 
October 15, 1933, to stockholders of record September 30, 1933. 


Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 
the initial dividend. 


PACIFIC LIGHTING 
CORPORATION 


AND SUBSIDIARY COMPANIES 


Consolidated Statement of Revenues, Expenses and Cash 
Dividends for the Twelve Months Ended September 30, 1933 


GROG RB VENGE 6s. 6) wehbe on seo esis Ke! 6 $45,051,946.84 


OprratTinG EXPENSES AND TAXEs: 
Operating Expenses... . . $19,076,834.20 
PRONE Terie Ns. “os agus, or 5,505,221.61 
ORT rata e, a hee eta tee 24,582,055.81 








Net RevenvE Berore Bonp INTEREST... . $20,469,891.03 
Deduct pond mnterest 6 kk ke 5,338,830.91 


Net RevENvE Arter Bonp INTEREST... . . $15,131,060.12 
Deduct: 
Depreciation. ....... $7,134,953.67 
Amortization of Discount and 
Expense on Securities . . . . 277,678.62 
PO ics Sie Satan ser 7,412,632.29 


Net Revenue Berore Divipenps ...... $7,718,427.83 
Deduct Dividends of Subsidiaries: 

Preferred Stock ...... $1,690,815.47 

Common Stock, Minority Interest 242.00 


LC | ME ara, ee MR a gg aR Pama $1,691,057.47 





AVAILABLE FOR DIVIDENDS ON PREFERRED AND 
Common Stock or Pactric Ligutine Corp. $6,027,370.36 
Dividends on Preferred Stock ......... 1,059,630.92 


AVAILABLE FOR DiviDENDS ON CoMMON STOCK . $4,967,739.44 
Cash Dividends on Common Stock ...... 4,825,893.00 


REMAINDER TO SURPLUS ........... $141,846.44 





Balance Available for Dividends 
on Common Stock Equals, Per Share ..... $3.09 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET, SAN FRANCISCO 












































MARKET STATISTICS 


N. Y. Times 
N. Y. Times Dow, Jones Avgs. 60 Stocks 


Tuesday, October 24........... 


Saturday, October 28........... 71.78 92.01 37.84 80.59 
Tuesday, October 31........... 71.00 


Saturday, November 4.......... 70.66 93.09 38.82 80.30 


79.44 
Monday, October 30........... 71.20 88.43 36.09 80.98 75.95 1,465,930 


40Bonds 30Indus. 20 Rails High Low Sales 
Monday, October 23........... 72.21 88.13 36.10 78.09 75.06 2,128,050 
72,27 91.35 37.98 79.17 75.48 2,114,260 
Wednesday, October 25........ 72.39 93.54 38.72 81.97 78.69 2,878,700 
Thursday, October 26.......... 72.00 92.02 37.87 81.10 78.92 1,224,120 
Friday, October 27............. 71.84 93.22 38.27 81.20 78.78 eo} 


88.16 35.94 - : 
Wednesday, November 1....... 70.66 89.62 36.16 77.05 74.81 1,143,140 
Thursday, November 2......... 70.80 90.54 36.91 78.31 76.77 1,122,530 
Friday, November 3............ 70.67 93.60 38.37 80.31 77.38 1,499,820 
79.10 703,910 
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So You’re Going Away! 


If you are to travel this year or next, as who is not these days, plan your 
voyage, journey or cruise now. Let us help you glean the very essence of enjoy- 
ment from your trip. Our Travel Department, headed by a once restless globe 
hurdler, will gladly place his experience at your command. Write us for the travel 


information. you wish. 


WORLD CRUISES 
EMPEESS OF BRITAIN, 180 days (33 ports) 


FRANOONIA, 141 days (33 ports 
RBSOLUTE, 137 days 


PRESIDENT GARFIELD, 
PRESIDENT HOOVER, 159 


109 days (20 ports) 
days 


EUROPE, ASIA, AFRICA CRUISE 
RESS OF AUSTRALIA, 69 days (25 ports) 


EMP. 
COLUMBUS, 64 days 


WEST INDIES CRUISES AND SOUTH AMERICA 


KUNGSHOLM, 18 days 
LAFAYETTE, 12 days 
SATURNIA, 13 days (4 ports) 
RELIANCE, 15 days (4 
EMPRESS OF BRIT. 


SATURNIA, 13 da; 
RELIANCE, 9 days (2 
CHESS OF BEDFORD, 
yr gg) : Ors aa} 
NGSHO Gi 8 


18 days 
LAPAYETTE, 1 
RELIANCE, 19 





ALL EXPENSE CRUISES—Havana, Mexico 


ORIZABA, 13 days (3 
CHEROKEE, 8 days ( 





Perhaps your urge to wander suggests some of the following forms of winter vacationing. 
If you will check what interests you and mail the list to the Travel Department, we will supply 


the information. 
(J Economy Trip to Europe 
0 Voyage to Norway 
0 Voyage to Sweden 
0 Voyage to South America 
0) Journey to Quebec 


() Journey to Pacific Southwest 
0) California by Boat and Rail 
0) Voyage—China, Japan, India 
0) Buropean Motor Tour 
(1) South America by Air 





The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 
Gentlemen: 





Please send me, without charge or obligation, information as checked above. 


——oe wee emmy ed 
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Standard Oil of New Jersey 
(Continued from page 78) 








gasoline are disproportionately high. 
If carried much further, the burden 
undoubtedly would result in curtailed 
consumption. Thus far, however, the 
effect has not been of major propor: 
tions and it is possible to hope that 
something approximating a limit of tax: 
ation on this product has been reached. 
Given even moderate business revival, 
it is improbable that there will be 
widespread public complaint over either 
the present gasoline taxes or the few 
additional cents which Federal price- 
fixing will add to the retail cost. Gaso- 
line has become virtually a necessity, 
Relative to other necessities, its cost, 
in terms of essential transportation per 
mile, will remain moderate. 


The Premier Unit 


Within the scope of this analysis it 
is possible to sketch only in briefest 
outline the set-up and history of s0 
vast an enterprise. Stripped of 33 sub 
sidiaries by court decree, the company 
was left in 1911 with a daily produc- 
tion of some 10,000 barrels of crude 
oil and a daily refining capacity of 
100,000 barrels. Today it is by far 
the largest and strongest unit in the 
industry. Last year, with consolidated 
afhliates, its crude refining run was 
514,000 barrels a day, of which 38% 
was in 17 foreign countries. Crude 
oil production last year was 126, 
166,000 barrels, of which only a lit: 
tle more than one-third was produced 
in this country through subsidiaries, 
including Humble Oil & Refining Co., 
Carter Oil Co., Standard Oil Co. of 
Louisiana, Hope Construction & Refin: 
ing Co., and East Ohio Producing & 
Refining Co., operating in Oklahoma, 
Kansas, Texas, Arkansas, Wyoming, 
Pennsylvania, West Virginia and Ohio. 
Foreign production is owned in Peru, 
Colombia, Mexico, Roumania, Poland, 
Canada, Dutch East Indies, Venezuela, 
Bolivia and Argentina. Potential ex 
pansion of foreign production, espe 
cially in South America, is beyond esti’ 
mate and merely awaits enlarged mat’ 
kets. 

Equally important in our picture is 
economical and efficient transportation, 
since this provides the margin of pro 
fit in some markets. Last year Jerseys 
4,133 miles of trunk pipe lines handled 
approximately 290,000 barrels of ail 
a day. Its fleet of 196 tank steamers 
can transport even greater amounts 0 
oil. The company’s marketing system 
includes every state along the coast 
from Maine around to Texas, wi 
the exception of Florida, Alabama and 
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Mississippi, and through subsidiaries 
also covers Arkansas and Tennessee, as 
well as Canada and many other for- 
eign countries. Some 50% of this 
country’s export business in petroleum 
is in the hands of this company. 
Jersey’s natural gas holdings are not 
only large and profitable, but are cap- 
able of much further expansion. Sub- 
sidiaries partly own and supply natural 
gas pipe lines serving such cities as 
Memphis, Shreveport, Birmingham, 
Atlanta and St. Louis. Other affiliates 
serve Baton Rouge, Denver and Chi- 
cago. Minority interest is held in the 
Natural Gas Pipeline Co. of America, 
which in 1931 began delivering Texas 
gas to Chicago and which eventually 
will supply other districts in Illinois, 
as well as in Iowa and Wisconsin. In 
the eastern fields some 240 towns and 
cities of 4,000,000 aggregate popula- 
tion are served in Ohio, Pennsylvania 
and West Virginia. With Columbia 
Gas, it jointly owns a pipe line from 
Kentucky east and participates in fur- 
nishing gas to Syracuse, N. Y. Be- 
cause of its relative cheapness and high 
heating quality, the demand for natural 
gas will unquestionably grow. There is 
no calculable prospect of exhaustion of 
the supply. Indeed, measures of con- 
trol in crude oil production will con- 
serve a huge volume of gas now wasted. 
The possible future of the hydro- 
genation process, in which Jersey has 
nearly a 50% interest for the world, 
outside of Germany, and which is used 
by other companies on a license or 
royalty basis, must be left to the im- 
agination. By this process it is pos- 
sible to convert any grades of coal, 
shale oil, coal tars, petroleum and 
residues into almost 100% of high 
grade finished products, without pro- 
hibitive cost. Since 1931 this process 
has been commercially applied in mak- 
ing improved motor oils and non-in- 
flammable gasoline. “Hydrofined” mo- 
tor oil is now being actively marketed. 
_ More than 130 products are made, 
including such by-products as “Flit” 
and “Nujol,” sulphuric acid, coke, 
wood-preserving oils, paints and inks, 
wax, salves, waterproofing and asphalts. 


Property Investment 


The company’s gross property in- 
vestment in the United States is $1,- 
194,225,642; in foreign countries, 
$941,261,189. After reserves for de- 
Preciation, the net investment in the 
United States is carried at $590,065,- 
565; in foreign countries, $519,872,* 
418. For years growth in the property 
account has consistently run ahead of 
growth in capitalization. Funded debt 
of the company and subsidiaries is only 
$207,245,001, after reduction of $55,- 
349,000, or some 21%, during 1932, 
chiefly through redemption of $30,- 
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A Quarter Million 
Security Holders 





EGISTERED holders of Asso- 
| amen securities totalled 
253,634 on July 1, 1933. This is a 
gain of 16,519 since January 1, 
1932. 

Holders overseas, excluding 
United States Possessions, are 
10,268. They are found in 31 
countries and their dependencies. 


118,116 Customer 
Security Holders 


NUMBER OF SECURITY HOLDERS 








1910—42 192-———148 
1911—46 1922-150 
1923-702 


1930—213,278 Fill} 

1931—237,115 
1932-———254,784' 
‘ 253,634 























Investors who are also customers 








26 27 
# july |, 





using services supplied by Asso- 
ciated operating companies number 
118,116. This is a gain of 13,081 over 
the total reported January 1, 1932. 
Investors falling within the class 
of trust institutions, including 


Associated Gas & Electrie System 


61 BROADWAY NEW YORK 


banks, trust companies, insurance 
companies, investment funds, and 
churches, totalled 9,229 on July 1, a 
gain of 1,997 during the previous 
eighteen months. 
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Stocks to Benefit From 
Public Works Program? 


Timely UNITED OPINION Report list 


10 Companies in favored position. 


G™= 3 Billion Dollars is to be spent under the Public Works 

Program. New contracts are being placed rapidly. This will 
soon be evident in sales and profits of companies in the building 
and allied lines. Certain companies with greatly reduced costs are 


in position to show large profits on this business. 


Their stocks 


should soon reflect this better earnings outlook. 


Send for Special 10-Stock Report 


FTER a thorough study of the building industry, our Staff 
has selected 10 stocks in line for higher earnings — now 
selling from 13 to 55. Two of these stocks are recommended 


as outstanding purchases. 


This timely report is free on request. 


Send for Bulletin W. S. 4 Free 


UNITED BUSINESS SERVICE 


210 Newbury St. 





Boston, Mass. 

















KEEP POSTED Over-the-Counter 


been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 

sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 


Posted Department Magazine of Wall Street, IMPORTANT ISSUES 


90 Broad Street, New York, N. Y. 


“ODD LOT TRADING’ Quotations as of Recent Date 
John Muir & Oo., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) Asked 


WHEN TO BUY AND WHEN TO SELL Alpha Port. Ceme saz 
The Investment and Business Bureau Soerieee weak Co, (6) 3 1614 


Forecast, a security advisor service, con- cng 56 63 Macfadden Pub 

ducted by The Magazine of Wall Street, 4 National Casket (2) 

definitely advises subscribers what securi- Babcock & Wilcox (2) 

ties to buy or sell short and when to Bon Ami, B (2) 30 

close out or cover. (783) i Reuy rere (A) 

Ae eroid Co. 

‘‘TRADING METHODS’’ nk ig Bh Pfd. (7) oe nai Safety Car H. & L. (2).. 

This handbook, issued by Chisholm & Clinchfield Coal ~ e 7 Savannah Sugar (6) 

Chapman, contains much helpful informa- eee Do Pfd. (7 

tion for traders. A copy together with 

their Market Letter will be mailed upon 

request. (785) Do 
INVESTMENT PROFIT INSURANCE Va. ~* 

The most logical form of investment 9 West Va. Pulp & Paper (.40) 

profit insurance is represented by the 

personal and continuous counsel rendered 

by the Investment Management Service. . N. Paper (1) 

Write for full information. No obliga- Gt. A. & P. Tea Pfd. (7) 

tion. (861) Herring-Hall Safe. ..... 
ELECTRIC BOND & SHARE CO. 


Full information or reports on companies 
identified with Electric Bond & Share Co., . i i 
furnished upon request. (898) 000,000 of the parent company’s 5% considered secure. Moreover, judging 
faery FINANCIAL FACTS’? debentures and payment at maturity by past policy, extra dividends up to 
interesting booklet i Z i 
vont by tet Belt Teentone: Swe AS || of $22,761,000 Humble Oil bonds. $1 a share annually may reasonably be 
ae raprintd Other than funded debt, capitalization expected if justified by improvement 


Suan “EXCHANGE SERVICE FOR THE || consists of 25,740,965 shares of $25 in earnings. 


This booklet, published by M. ©. Bou- || Pat value capital stock. Per share earnings for the last ten 
Tae eee anne ae oa eeen aT, including 1924, $3.30; 1925, $472; 1926, $501 
rent assets 0 4,782,127, including 4 po-903 » $4.72; » $5.01; 
vaThis corporation ‘hae inet completed a || $116,857,704 cash, $61,772,692 in 1927, $1.52; 1928, $4.43; 1929, $4.75; 
bogklet describing the history, financial | | marketable securities, $168,564,702 in 1930, $1.65; 1931, 34 cents; and 1932, 
which will be vent upon peu tenst accounts receivable and $214,129,797 1 cent. It is significant that over a 
“HOW TO PROTECT YOUR CAPITAL in inventories. Current liabilities, of decade of wide fluctuation in produc’ 
ge GROWTH— which the chief item is $75,110,347 ing and marketing conditions this com- 
Is the title of an interesting article by accounts payable, total $127,630,880. pany, despite huge write-offs for re- 
BR gael EA AG % Advisory In te gee to sa — stead serves, has never experienced a deficit. 
account and current assets, ass - 
a Comte. clude $137,081,778 in pene of cor- A Strong Equity 
Springs & Oo. have prepared a folder orations not consolidated and in “mis- 
ge an age trading unite. "Dopies ne securities.” Without patents In summary the capital stock of the 
Fay) Sent to investors and traders. |! or other intangibles, book value of the company may be regarded as an ex: 
UNITED BULLETIN capital stock is approximately $43 per ceptionally strong equity, meriting @ 
Bulletin giving definite advice on leading || share. This is close to the prevailing place in any balanced investment port 
a | Edi aaa eee market price of the stock, but repre- folio, and especially so during the pres 
MONTHLY STOCK RECORD sents properties appraised for balance ent period of monetary uncertainty, in 
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sent upon request. (959) The present shares represent a 20- appreciation and dividend yield, must 
NASSAU AND THE TREASURE ISLANDS | | for-1 split-up through reduction of par be considered. The company shoul 
seid: yt te re value of the common from $100 to $25 benefit substantially from higher prices 
and the maay small islands ‘n'this inter. || in 1920 and through a 400% stock of refined products and from the e 
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were retired in 1927. For some years “spread” between costs of crude oil 
the “regular” dividend has been at and refined prices. In less important 
the rate of $1 a year on the present degree, it should benefit from mort 
shares. From 1926 to 1929 extras of economical exploitation of its own pro 
K Y Stocks Earat 50 cents a year were paid and in 1929 ducing properties under Federal con 
a oer ne the extra was doubled, making the trol of crude production and from the 
Dividends rate $2. This was maintained through- cessation of inventory losses at least 
, ' : out the depression, but was reduced over the near future. It is possible, 
ied cee partenaires regular basis of $1 last June, at also, that it may benefit somewhat 
ee tenner ets Many | which time the dividend basis was also from a cessation or reduction of for 
of them advertise in The Magazine of | 11,4e semi-annual. In view of the mer losses in foreign exchange. __ 
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ditions in the oil industry, even under 
Federal regulation, can be regarded as 
fxed and permanent. East Texas, with 
its present daily production of 460,- 
000 barrels and a former flush produc- 
tion much higher, has been the larg- 
est single cause of unsettlement in the 
oil industry in recent years. Well-in- 
formed oil men believe that this field 
will be ‘ton the pump” in six months 
to a year, after which costs of drain- 
ing this oil will mount and production 
will decline. After that it will remain 
to be seen whether oil will become 
scarce or whether the opening up of 
new flush fields will further plague the 
hopeful machinery of control now set 
up. 
In either event, under Federal regu- 
lation or going it alone, there is every 
reason to believe that Standard of New 
Jersey will remain the industry’s pre- 
mier unit. 





What Third-Quarter Reports 
Indicate for Stock Prices 


(Continued from page 69) 











The food group possibly has the 
greatest number of candidates. Branded 
foodstuffs, biscuits, chewing gums, 
packers, corn products, all have done 
better this year. In the first section, 
General Foods and Standard Brands, 
the latter being given a little specula- 
tive fillup from its coming participa- 
tion in the liquor business, meet the 
test of financial strength, stability of 
business, and return on capital. In the 
biscuit field there is National Biscuit, 
which was somewhat slower to reflect 
the better conditions than its smaller 
contemporary, Loose-Wiles. In chew- 
ing gums, there is American Chicle, 
Wrigley and Beech-Nut Packing— 
although the last named might easily 
be classed as a branded food or a 
packer. Corn products are represented 
by Corn Products Refining and Penick 
& Ford, both of which are doing well 
and expanding moderately. 

In the tobacco and snuff field, re- 
Ports are only made annually, so that 
there are no third-quarter earnings 
from which one can see in black and 
white how the companies have been 
faring this year. Cigarette consump- 
tion, however, is known to have in- 
creased very materially and, although 
Costs are up somewhat and the current 
wholesale price of cigarettes is low, the 
big companies should be doing fairly 
well. As for snuff, it may be said that 
no single division of industry has held 
Up through depression like this one 
and that there is no reason to suppose 
that the future holds anything but con- 
tinued stability. There are many other 
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A Sound Investment 


Many Wall Street men have found that living at The 
Croydon pays generous dividends. 

. . » They enjoy the use of the express subway that takes 
them to their office in only 20 minutes. 

... They enjoy the complete apartment arrangement 
with its full-sized kitchen and dining alcove plus all the con- 
veniences of a hotel including dining room, room food ser- 
vice and maid service—if and when desired. 

. .. They enjoy the location—the nearness to Central 
Park and Fifth Avenue, the convenience to many fine 
schools, the sun roof and the playroom for the children. 

... They enjoy The Croydon because they get their 


money’s worth. 


Apartments from 2 to 8 rooms at surprisingly modest 


rentals. 


Furnished or unfurnished. 


Che Cropdon 


one-half block from Central Park 


12 East 86th Street 


New York 


BUtterfield 8-4000 


NOW —Charlie Eckel and his Continental Orchestra play for dinner dancing 
every week day night. 











Representatives 


Well known, long estab- 
lished, security advisory 
service has desirable 
openings for representa- 
tives of integrity, appear- 
ance and sales ability in 
various sections of the 
country. Liberal com- 
mission on new subscrip- 
tions and renewals; in- 
terested leads furnished ; 
protection on calls; full 
co-operation. Write giv- 
ing age, experience, busi- 
ness connections if any, 
territory desired and 
references. Information 
will be kept strictly con- 
fidential. 


Box F, Room 700 


90 Broad Street, New York, N. Y. 
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COMFORTABLE and 


CONVENIENT 


@ Delightful Colonial atmos- 
phere in the very center of New 
York’s most worth-while activ- 
ities — social, theatrical and 
shopping. Registrations closely 
follow the arrival of the crack 
trains fromall over the country. 
The Barclay appeals to those who 
seek exclusiveness and unosten- 
tatious service for overnight or a 
more extended visit. Rates are 
commensurate with the times. 


111 EAST 48TH STREET 
WARREN T. MONTGOMERY, Managing Director 
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"Way Down in Georgia 


A CLASS PUBLICATION INVITES YOUR ATTENTION 


If you have anything to sell that is of 
interest to executives, this publication in- 
vites your consideration as an advertising 


Tue Crry Burmper’s readers are able to 
buy any meritorious investment proposition; 
anything manufactured for use in an of- 
fice or home; an 
use in building operations, whether for sky- 
scrapers, general construction or in home 
building; anything that independent people 
the way of apparel, amusement or 


A check-up on Tue Crry Burtper’s reader 
interest indicates that each copy is read by 
not less than three adults and that, in many 
instances, the magazine is then re-mailed to 
friends in distant states because of the 
genuine merit of its reading matter. 


Circulation figures and advertising rate 
card mailed on request. 


Tue City BuiLper 





ything manufactured for 


GEORGIA 















companies which fall into this second 
group, some of which will be found in 
the table on page 68. 

The third, and final, group of in- 
dustries comprise those whose pros- 
pects of improvement are at the best 
slow. The companies in this group 
unfortunately are very much more 
numerous than a glance at the table 
of third-quarter earnings would lead 
one to believe. This is because so 
many of these companies either have 
not reported as yet, or do not issue 
quarterly reports at all. The buyer of 
common stocks however, will have no 
difficulty in calling a great many of 
them to mind and unless he can satisfy 
himself very definitely that there are 
special circumstances affecting some 
particular company which have not 
yet been discounted in the price of its 
stock, he would be well advised to 
avoid the group. Such special circum- 
stances might perhaps be sought first 
in the Government's efforts to stimu- 
late this, that, or the other industry, 
although such stimulation, which at 
the best savors of artificiality, is danger- 
ous ground on which to place any 
substantial sum of money. 

Seldom, if ever, has the investor 
been faced with conditions such as 
exist today. From all the complex 
factors which confront him, however, 
one stands forth above all others; there 
is almost no prospect that the dollar 
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will be stabilized at its old parity. 


Whether actual currency inflation 
overtakes us or not, devaluation is in 
process now and whereas we will re- 
turn undoubtedly to the gold standard 
ultimately, it will be with a dollar 
cheaper in terms of gold than before. 

Under such circumstances all port- 
folios at the present time should con- 
tain a substantial proportion of com- 
mon stocks. This is true even though 
it be recognized that fourth-quarter 
business in all probability will not show 
up as favorably as the third. Business 
improvement of any sizable proportions 
is a prospect for next spring rather 
than for the closing months of the cur- 
rent year. Yet even so, and even 
though there are risks to all common 
stocks, nevertheless they represent 
tangible property at a time when 
abstract values are uncertain. 

What proportion of his funds the 
investor should place in common stocks 
and what particular stocks he should 
select, must be left to the individual 
himself. He must cut his speculative 
risks to his own cloth. But so long as 
he recognizes that there are common 
stocks and common stocks, and that 
currency depreciation will not lift 
them all equally, he should be able by 
careful selection and diversification to 
avoid some of the dire consequences 
so evidently confronting the creditor 
class in this country. 
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that if moderate depreciation doesn’t 
work, there will be insistent clamor 
for more of the same dose. 

Under the circumstances, with 
monetary doubts as grave as ever, we 
believe there can be no sound alterna- 
tive to an investment policy of full cash 
commitment in selected industrial 
stocks, chosen on the basis of probable 
earning power over the next several 
years, industrial and trade position, 
financial strength and quality of man- 
agement. Accompanying this article is 
a list of fifteen such stocks previously 
recommended. Whether they reflect 
monetary depreciation soon or late, 
the wisdom of holding them and of 
further accumulation in periods of mar- 
ket weakness can scarcely be doubted. 
We see no logical reason to expect 
major decline. Speculative operations 
can dictate intermediate recession at 
any time, but this is not the kind of 
selling that makes a genuine bear mar- 
ket. Large scale liquidation “out of 
the box” is absent. It is not likely to 
appear as long as monetary uncertain- 
ties focus all effort upon the protection 
and preservation of capital. 

With the exception of construction, 
which has advanced to a level 25 per 
cent above that of a year ago in reflec 
tion of the Government’s public works 
program, most business indexes con: 
tinue to reflect the gradual recession 
evident for many weeks. There has 
been a slight, seasonal improvement in 
retail trade, but accumulated stocks of 
goods remain to be worked off and 
some hard-pressed merchants are adopt: 
ing price concessions. Sales of auto 
mobiles, although in seasonal decline, 
continue to make a remarkably favor: 
able comparison with a year ago. On 
the whole, it may be held that busi: 
ness and industry are going through a 
phase of adjustment and consolidation 
after the too-rapid advance of spring 
and summer. Yet basic economic re: 
covery throughout the world is clearly 
under way. Our present breathing 
spell leaves us well above the level of 
panic and stagnation last March. 
There is no reason to abandon hope 
that the second phase of American 
recovery lies ahead. 
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TO BE AMERICA’S 
GREATEST STUNT GIRL 


ay 3 


FROM A RACING AUTO into a hurt- 
ling plane...It’s all in the day’s 
work for Mary Wiggins. She says, 
“Camels never give me edgy 
nerves even when I smoke a lot.” 








: Are you ner- Lem 
vous after your ' yw 
first flight? , 
: Not a bit...I 
smoked Camels §& a Si 
all the way, and : 


I couldn’t feel 
better. 


LISTEN TO MARY WIGGINS — greatest of all 
girl stunt performers. She says: 

‘‘T have to be swre my nerves are healthy to 
do my stunts, changing from a speeding auto 
to a plane, the high dive on fire into fire, wing 
walking while up in a plane, and the high-al- 
titude parachute jump. As to smoking, I’ve 
found that Camels don’t interfere with healthy 
nerves. I’ve tried all the brands. Camels are 

Set vA /} milder and better in flavor. They do not give 
IT IS MORE FUN TO KNOW me edgy nerves even when I amsmoking a lot.” 
Camels are made from finer, x xt xt 


MORE EXPENSIVE tobaccos 


than any other popular brand. You’ll like that rich Camel flavor and mild- 


ness. And your nerves will tell you the dif- 
ference there is in Camel’s costlier tobaccos. 


Copyright, 19:3, 
' BR. J. Reynol is 
NEVER GET ON YOUR NERVES’ NEVER TIRE YOUR TASTE [iigpaemned 


MATCHLES'S 
BLEND 














